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SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


MONDAY, AUGUST 6, 1951 


House or REPRESENTATIVES, 
ComMitTer ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Robert L. Doughton (chair- 
man) presiding. 

The Cuarrman. The committee will please be in order. 

The Committee on Ways and Means meets this morning to begin 
public hearings on the bill H. R. 1535, to amend certain administrative 
provisions of the Tariff Act of 1930 and related laws, and for other 
purposes. 

This bill was introduced by me at the request of the Secretary of 
the Treasury in order to provide a basis for hearings on, and con- 
sideration and discussion of, problems of customs administration 
which had been studied by a number of the executive departments 
and agencies. As I understand, the bill would not alter existing tariff 
rates or classifications of dutiable items, but relates solely to the 
simplification of customs-procedures and matters essentially related 
thereto. 

It would seem, therefore, not to be within the scope of the hearings 
on this bill to take into account proposals for substantive modifica- 
tions in the tariff laws or the internal organization of the Bureau of 
Customs. This, at least, will be the position of the Chair unless and 
until the committee determines that the scope of the hearings should 
be expanded. 

If there is no objection, at this point I should like to offer for 
insertion in the record a copy of the bill H. R. 1535. 

It is understood that the testimony of the representatives of the 
Treasury Department and of the other executive agencies and depart- 
ments may be quite lengthy; and, therefore, it has been agreed that 
only Government witnesses will be scheduled this week, with other 
Witnesses starting tentauvely on Monday, August 13. 

Without objection, a copy of the bill H. R. 1535 will be made a 
part of the record. 

Mr. Reep. And also a copy of the analysis? 

The CuarrmMan. Also a copy of the analysis. 

(The bill H. R. 1535 and the analysis referred to follow:) 


|H. R. 1535, 82d Cong., Ist sess.] 


A BILL To amend certain administrative provisions of the Tariff Act of 1930 and related laws, and for 
other purposes 


Re it enacted hy the Senate and House of Repre sentatives of the United States 
of America nm Conare SS dsSs¢ mble d, 
SHORT TITLE AND EFFECTIVE DATE 


Section 1. This Act may be cited as the ‘Customs Simplification Act of 1951” 
and shall be effective, except as otherwise specially provided for, on and after 
the thirtieth day following the date of its enactment. 


1 
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REQUIREMENT OF INJURY IN DUMPING AND COUNTERVAILING DUTY CASES 


Sec. 2. (a) Section 201 (a) of the Antidumping Act, 1921 (U.S. C., 1946 edi- 
tion, title 19, sec. 160 (a)), is amended by inserting ‘“‘materially” after “‘is being 
or is likely to be’’ and by inserting “‘or materially retarded” after ‘‘is prevented’’. 

(b) Section 202 (a) of the Antidumping Act, 1921 (U.S. C., 1946 edition, title 
19, sec. 161 (a)), is amended by changing the period at the end thereof to a comma 
and adding “‘less an amount equal to any countervailing duty imposed on the 
merchandise by reason of a payment or bestowal of a bounty or grant’’. 

(ec) Section 303 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, sec. 
1503) is amended by changing the period at the end of the first sentence to a 
comma and adding ‘“‘less an amount equal to any special dumping duty imposed 
on the merchandise. Such countervailing duty shall be imposed only if the 
Secretary of the Treasury shall determine, after such investigation as he deems 
necessary, that an industry in the United States is being or is likely to be materially 
injured, or is prevented or materially retarded from being established, by reason 
of the importation into the United States of articles or merchandise of the class 
or kind in respect of which the bounty or grant is paid or bestowed. The exemp- 
tion of any exported article or merchandise from a duty or tax imposed on like 
articles or merchandise when destined for consumption in the country of origin 
or exportation, or the refunding of such a duty or tax, shall not be deemed to 
constitute a payment or bestowal of a bounty or grant within the meaning of 
this section”’. 

REPEAL OF SPECIAL MARKING REQUIREMENTS 


Sec. 3. (a) Paragraphs 28, 354, 355, 357, 358, 359, 360, 361, and 1553 of the 
Tariff Act of 1930 (U.S. C., 1946 edition, title 19, sec. 1001, pars. 28, 354, 355, 
357, 358, 359, 360, 361, and 1553) are amended as follows: 

Paragraph 28 is amended by deleting from subparagraph (f) “the immediate 
container and”’. 

Paragraph 354 is amended by deleting the second proviso. 

Paragraphs 355, 357, 358, 359, 360, and 361 are amended by deleting the 
provisos. 

Paragraph 1553 is amended by deleting both provisos, 

(b) Section 2934 of the Revised Statutes (U. S. C., 1946 edition, title 19, sec. 
134) is repealed. 


REPEAL OF CERTAIN OBSOLETE RECIPROCAL PROVISIONS 


Sec. 4. (a) Paragraph 812 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 
19, sec. 1001, par. 812) is amended by deleting the proviso relating to the importa- 
tion of spirits in certain containers. 

(b) Section 320 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, sec. 
1320), relating to reciprocal agreements covering advertising matter, is repealed. 
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AMERICAN GOODS RETURNED 


Sec. 5. Paragraph 1615 (f) of the Tariff Act of 1930, as amended (U. 8. C., 
1946 edition, title 19, sec. 1201, par. 1615 (f)), is further amended by adding at 
the end thereof the following new sentences: ‘‘When because of the destruction 
of customs records or for other cause it is impracticable to establish whether draw- 
back was allowed; or to determine the amount of draw-back allowed, on a reim- 
ported article excepted under subparagraph (e), there shall be assessed thereon 
an amount of duty equal to the estimated draw-back and internal-revenue tax 
which would be allowable or refundabie if the imported merchandise used in the 
manufacture or production of the reimported article were dutiable or taxable at 
the rate applicable to such merchandise on the date of importation, but in no 
case more than the duty and tax that would apply if the article were originally 
imported. In order to facilitate the ascertainment and collection of the duty 
provided for in this subparagraph, the Secretary of the Treasury is authorized 
to ascertain and specify the amounts of duty equal to draw-back or internal- 
revenue tax which shall be applied to articles or classes or kinds of articles, and to 
exempt from the assessment of duty articles or classes or kinds of articles excepted 
under subparagraph (e) with respect to which the collection of such duty involves 
expense and inconvenience to the Government which is disproportionate to the 
probable amount of such duty.” 


FREE ENTRY PROVISIONS FOR TRAVELERS 


Sec. 6. Paragraph 1798 of the Tariff Act of 1930, as amended (U. 8. C., 1946 
edition, title 19, sec. 1201, par. 1798), is further amended to read as follows: 

“Par. 1798. (a) Professional books, implements, and tools of trade, occupation, 
or employment, when imported by or for the account of any person arriving in the 
United States by whom or for whose account they were taken abroad. 

“(b) In the case of any person arriving in the United States who is not a 
returning resident thereof— 

“(1) wearing apparel, articles of personal adornment, toilet articles, and 
similar personal effects; all the foregoing, if actually owned by and in the 
possession of such person abroad at the time of or prior to his departure for the 
United States, and if appropriate for his own personal use and intended only 
for such use and not for any other person nor for sale; 

**(2) automobiles, trailers, aircraft, motorcycles, bicycles, baby carriages 
boats, horse-drawn conveyances, horses, and similar means of trans- 
portation, and the usual equipment accompanying the foregoing; any of the 
foregoing imported in connection with the arrival of such person and to be used 
in the United States only for the transportation of such person, his family and 
guests, and such incidental carriage of articles as may be appropriate to his 
personal use of the conveyance; and 

“*(3) not exceeding $200 in value of articles accompanying such a person 
who is in transit to a place outside United States customs territory and who 
will take the articles with him to such place. 

““(e) In the case of any person arriving in the United States who is a returning 
resident thereof— 

(1) all personal and household effects taken abroad by him or for his 
account and brought back by him or for his account; and 

(2) articles (including not more than one wine gallon of aleoholic beverages 
and not more than one hundred cigars) acquired abroad as an incident of the 
journey from which he is returning, for his personal or household use, but not 
imported for the account of any other person nor intended for sale, if declared 
in accordance with regulations of the Secretary of the Treasury, up to but not 
exceeding in aggregate value— 

“(A) $200, if such person arrives from a contiguous country which 
maintains a free zone or free port (see subparagraph (d)), or arrives from 
any other country after having remained beyond the territorial limits of 
the United States for a period of not less than forty-eight hours, and in 
either case has not claimed an exemption under this subdivision (A) 
within the thirty davs immediately preceding his arrival; and 

“(B) $300 in addition, if such person has remained beyond the terri- 
torial limits of the United States fora period of not less than twelve days 
and has not claimed an exemption under this subdivision (B) within the 
six months immediately preceding his arrival. 
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“(d) In the ease of persons arriving from a contiguous country which maintains 
a free zone or free port, if the Secretary of the Treasury deems it necessary in the 
public interest and to facilitate enforcement of the requirement that the exemption 
shall apply only to articles acquired as an incident of the foreign journey, he shall 
prescribe by special regulation or instruction, the application of which may be 
restricted to one or more ports of entry, that the exemption authorized by sub- 
division (2) (A) of subparagraph (¢) shall be allowed only to residents who have 
remained beyond the territorial limits of the United States for not less than a 
specified period, not to exceed twenty-four hours, and after the expiration of 
ninety days after the date of such regulation or instruction allowance of the said 
exemption shall be subject to the limitation so prescribed. 

“(e) All articles exempted by this paragraph from the payment of duty shall 
be exempt also from the payment of any internal-revenue tax imposed on or by 
reason of importation. 

“(f) If any jewelry or similar articles of personal adornment having a value of 
$300 or more which have been exempted from duty under subdivision (1) of 
subparagraph (b) or any article which has been exempted from duty under sub- 
division (2) (B) of subparagraph (c) is sold within three vears after the date of 
importation, or if any article which has been exempted from duty under sub- 
division (2) of subparagraph (b) is sold within one year after the date of importa- 
tion, without prior payment to the United States of the duty which would have 
been payable at the time of entry if the article had been entered without the 
benefit of this paragraph, such article, or its value (to be recovered from the 
importer), shall be subject to forfeiture. A sale pursuant to a judicial order or in 
liquidation of the estate of a decedent shall not be subject to the provisions of this 
subparagraph. 

‘*(g) The Secretary of the Treasury shall prescribe methods and regulations for 
carrying out the provisions of this paragraph. No exemption provided for in this 
paragraph shall be applied to any article which is not declared in accordance with 
such regulations.”’ 


FREE ENTRY FOR NONCOMMERCIAL EXHIBITIONS 


Sec. 7. (a) Paragraph 1809 of the Tariif Act of 1930 (U. 8. C., 1946 edition, 
title 19, see. 1201, par. 1809) is amended by inserting ‘“‘within five years after the 
date of entry hereunder” after ‘“‘used contrary to this provision”’ and by inserting 
‘‘within such five-vear period”’ after ‘‘at any time’’. 

(b) The conditions of any bond in force on the effective date of this Act in 
respect of articles previously entered under the provisions of paragraph 1809 of 
the corresponding provisions of any Tariff Act prior to the Tariff Act of 1930 shall 
be deemed to have been satisfied upon the effective date of this Act or upon the 
expiration of five years from the date such articles were entered, whichever is 
later, except with respect to any violation which has occurred or which shall have 
occurred before such time. 


TEMPORARY FREE ENTRY FOR SAMPLES AND OTHER ARTICLES UNDER BOND 


Sec. 8. (a) (1) The part of section 308 of the Tariff Act of 1930, as amended 
(U. S. C., 1946 edition, title 19, see. 1308), preeeding the numbered items is 
amended to read as follows: ‘The following articles, when not imported for sale 
or for sale on approval, may be admitted into the United States under such rules 
and regulations as the Secretary of the Treasury may prescribe, without the 
payment of duty, under bond for their exportation within six months from the 
date of importation, which period, in the discretion of the Secretary of the Treasury 
may be extended, upon application, for one or more further periods which, when 
added to the initia! six months, shall not exceed a total of three years*”’ 

(2) This amendment shall be effective with respect to articles imported before 
or after this section becomes effective but shall not be effective with respect to 
any article for which the six-month period, or a lawful extension thereof, has 
expired before the effective date of this amendment. 

(b) Seetion 308 (5) of the Tariff Act of 1930, as amended (U. 8S. C., 1946 
edition, title 19, see. 1308 (5)), is further amended to read as follows: 

‘“*(5) Automobiles, motorcycles, bicycles, airplanes, airships, balloons, boats, 
racing shells, and similar vehicles and craft, and horses, and the usual equip- 
ment of the foregoing; all the foregoing which are brought temporarily into 
the United States by nonresidents for the purpose of taking part in races or 
other specifie contests.” 
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SUPPLIES AND EQUIPMENT FOR VESSELS AND AIRCRAFT 


Sec. 9. (a) Sections 309 (a) and 309 (b) of the Tariff Act of 1930, as amended 
(U. 8S. C., 1946 edition, title 19, see. 1309 (a), (b)), relating to articles for certain 
vessels and aircraft, are further amended to read as follows: 

““(a) Exemption From Duties anp Taxes.—Articles of foreign or domestic 
origin may be withdrawn, under such regulations as the Secretary of the Treasury 
may prescribe, from any customs bonded warehouse or from continuous customs 
custody elsewhere than in a bonded warehouse, free of duty and internal-revenue 
tax, or from any internal-revenue bonded warehouse, from any brewery, or from 
any winery premises or bonded premises for the storage of wine, free of internal- 
revenue tax— 

‘*(1) for supplies (not including equipment) of (A) vessels of war or public 
aircraft of the United States, (B) vessels of the United States employed in 
the fisheries or in the whaling business, or actually engaged in foreign trade 
or trade between the Atlantic and Pacific ports of the United States or 
between the United States and any of its possessions, or (C) aireraft regis- 
tered in the United States and actually engaged in foreign trade or trade 
between the United States and any of its possessions; or 

(2) for supplies (including equipment) or repair of (A) vessels of war of 
any foreign nation, or (B) foreign vessels employed in the fisheries, or in the 
whaling business, or actually engaged in foreign trade or trade between the 
United States and any of its possessions, where such trade by foreign vessels 
is permitted; or 

(3) for supplies (including equipment), ground equipment, maintenance, 
or repair of (A) aircraft registered in any foreign country and actually 
engaged in foreign trade or trade between the United States and any of its 
possessions, where trade by foreign aircraft is permitted. With respect to 
articles for ground equipment, the exemption hereunder shall apply only to 
duties and to taxes imposed upon or by reason of importation. 

“(b) Draw-Backx.— Articles withdrawn from bonded warehouses, bonded man- 
ufacturing warehouses, or continuous customs custody elsewhere than in a bonded 
warehouse and articles of domestic manufacture or production, laden as supplies 
upon any such vessel or aircraft of the United States or laden as supplies (including 
equipment) upon, or used in the maintenance or repair of, any such foreign vessel 
or aircraft, shall be considered to be exported within the meaning of the draw- 
back provisions of this chapter.” 

(b) Seetion 317 (b) of the Tariff Act of 1930, as amended (U.S. C., 1946 edition, 
title 19, sec. 1317), is amended to read as follows: 

“(b) The shipment or delivery of any merchandise for use as supplies (includ- 
ing equipment) upon, or in the maintenance or repair of any vessel or aircraft 
described in subsection (a) (2) (A) and (B), or (a) (3) (A), of section 309 of this 
Act, or for use as ground equipment for any aircraft described in subsection 
(a) (3) (A) of section 309 shall be deemed an exportation within the meaning of 
the customs and internal-revenue laws applicable to the exportation of such mer- 
chandise without the payment of duty or internal-revenue tax. With respect to 
merchandise for use as ground equipment, such shipment or delivery shall not be 
deemed an exportation within the meaning of the internal-revenue laws relating 
to taxes other than those imposed upon or by reason of importation.” 


DRAW-BACK ON EXPORT OF IMPORTS NOT ORDERED 


Sec. 10. (a) Section 313 (c) of the Tariff Act of 1930, as amended (U.S. C., 
1946 edition, title 19, sec. 1313 (c)), is further amended by inserting ‘‘or shipped 
without the consent of the consignee’ after ‘‘sample or sp ecifications’’ and by 
substituting ‘“‘ninety days”’ for “thirty days.”’ 

(b) Section 313 (i) (2) of the Tariff Act of 1930, as amended (U. 8. C., 1946 
edition, title 19, see. 1313 (i) (2)), is further amended by inserting ‘‘, or shipment 
without the consignee’s consent,” after ‘“‘sample or specifications” 


ADMINISTRATIVE EXEMPTIONS 
Sec. 11. Section 321 of the Tariff Act of 1930, as amended (U. S. C., 1946 
edition, title 19, see. 1321), is amended to read as follows: 
“SEC. 321. ADMINISTRATIVE EXEMPTIONS. 


“e 


a) Subject to such exceptions and under such regulations as the Secretary 
of the Treasury shall prescribe, collectors shall disregard any difference of less 








. 
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than $5 between the total estimated duties or taxes deposited, or the total duties 
or taxes tentatively assessed, with respect to any entry of merchandise and the 
total amount of duties or taxes act ually accruing thereon. 

“(b) Subject to such exceptions and under such regulations as the Secretary 
of the Treasury shall prescribe, articles (not including alcoholic beverages, manu- 
factured tobacco, snuff, cigars, or cigarettes) shall be admitted free of duty and 
of any a imposed on or by reason of importation in the following cases: 

(1) When the articles are on the person or in the accompanying baggage 
of an individual arriving in the United States who is not entitled to any 
exemption from duty or tax under paragraph 1798 (c) (2) of this Act and 
the aggregate value of such articles is not over $10, if the articles are intended 
for the personal or household use of such individual and not for sale, or $5 
in any other case. This exemption shall not be allowed to any person more 
than once in one day. 

(2) When the articles are imported otherwise than on the person or in 
the accompanying baggage of an individual arriving in the United States 
and the aggregate value of all articles in the shipment is not over $10, if the 
articles are intended for the personal or household use of the consignee and 
not for sale, or $5 in any other case. The privilege of this subdivision shall 
not be granted in any case in which merchandise covered by a single order 
or contract is forwarded in separate lots to secure the benefit of this sub- 
division. 

““(c) The purpose of this section is to avoid expense and inconvenience to the 
Government disproportionate to the amount of revenue that would otherwise 
be collected. Therefore, the Secretary of the Treasury is authorized by regula- 
tions to diminish any dollar amount specified heretofore in this section and to 
prescribe exceptions to any exemption provided for in this section whenever he 
finds that such diminutions or exceptions are consistent with the purpose above 
stated, or are for any reason necessary to protect the revenue or to prevent unlaw- 
ful importations.” 


INTERNATIONAL TRAFFIC AND RESCUE WORK 


Sec. 12. The Tariff Act of 1930, as amended, is further amended by adding 
immediately following section 321 (U. S. C., 1946 edition, title 19, sec. 1321) a 
new section reading as follows: 

“SEC, 322. INTERNATIONAL TRAFFIC AND RESCUE WORK. 

(a) Vehicles and other instruments of international traffic, of any class 
specified by the Secretary of the Treasury, shall be granted the customary excep- 
tions from the application of the customs laws to such extent and subject to such 
terms and conditions as may be prescribed in regulations or instructions of the 
Secretary of the Treasury. 

‘‘(b) The Secretary of the Treasury may provide by regulations or special 
instructions for the admission, without entry and without the payment of any 
duty or tax imposed upon or by reason of importation, of — 

“(1) aircraft, equipment, supplies, and spare parts for use in searches, 
rescues, investigations, repairs, and salvage in connection with accidental 
damage to aircaft; 

‘*(2) fire-fighting and rescue and relief equipment and supplies for emergent 
temporary use in connection with conflagrations; and 

(3) rescue and relief equipment and supplies for emergent temporary 
use in connection with floods and other disasters. 

Any articles admitted under the authority of this subsection and used otherwise 
than for a purpose herein expressed, or not exported in such time and manner as 
may be prescribed in the regulations herein authorized, shall be forfeited to the 


United States.”’ 
VALUE 


Sec. 13. Section 402 of the Tariff Act of 1930, as amended (U.S. C., 1946 
edition, title 19, sec. 1402), is further amended to read as follows 


“SEC. 402. VALUE. 
(a) Basts.—Except as otherwise specifically provided for, the value of im- 
ported merchandise for the purposes of this Act shall be— 
(1) the export value; 
(2) if the export value cannot be ascertained satisfactorily, then the 


United States value; 








SIMPLIFICATION OF CUSTOMS ADMINISTRATION 7 


(3) if neither the export value nor the United States value can be ascer- 
tained satisfactorily, then the comparative value; or 

“(4) if neither the export value, the United States value, nor the com- 
parative value can be ascertained satisfactorily, then the constructed value. 

“(b) Export Vatue.—The export value of imported merchandise shall be the 
market value or the price, at the time of exportation to the United States of the 
merchandise undergoing appraisement, at which such or similar merchandise is 
freely sold or offered for sale in the principal markets of the country of exporta- 
tion, in the usual wholesale quantities and in the ordinary course of trade, for ex- 
portation to the United States, plus, when not included in such price, the cost of 
all containers and coverings of whatever nature and all other charges and expenses 
incidental to placing the merchandise in condition, packed ready for shipment to 
the United States. 

“(e) Unrrep States Varve.—The United States value of imported merchan- 
dise shall be the price, at the time of exportation to the United States of the 
merchandise undergoing appraisement, at which such or similar merchandise is 
freely sold or offered for sale in the principal market of the United States for 
domestic consumption, packed ready for delivery, in the usual wholesale quantities 
and in the ordinary course of trade, with allowances made for— 

“(1) any commission paid or agreed to be paid on merchandise secured 
otherwise than by purchase; or, on merchandise secured by purchase or 
agreement to purchase, the addition for profit and general expenses usually 
made by sellers in such market on imported merchandise of the same class or 
kind as the merchandise undergoing appraisement ; 

““(2) the usual costs of transportation and insurance and other usual ex- 
penses from the place of shipment to the place of delivery, not including 
any expense provided for in (1); and 

(3) the ordinary customs duties and Federal taxes estimated to be pay- 
able on such or similar merchandise by reason of its importation or for which 
vendors at wholesale in the United States are ordinarily liable. 

“Tf such or similar merchandise was not so sold or offered at the time of exporta- 
tion of the merchandise undergoing appraisement, the United States value shall be 
ascertained or estimated, subject to the foregoing specifications of this subsection, 
from the price at which such or similar merchandise is freely sold or offered for sale 
at the earliest date after such time of exportation but before the expiration of 
ninety days after the importation of the merchandise undergoing appraisement. 

“(d) Comparative Vatue.—The comparative value of imported merchandise 
shall be equivalent of the export value as nearly as such equivalent may be 
ascertained or estimated on the basis of the export or United States value of other 
merchandise from the same country which is comparable in construction and use 
with the merchandise undergoing appraisement, with appropriate adjustments for 
differences in size, material, construction, texture, or other differences. 

“(e) Constructed VaLur.—The constructed value of imported merchandise 
shall be the sum of 

(1) the cost of materials and of fabrication or other processing of any 
kind employed in producing such or similar merchandise, at a time preceding 
the date of exportation of the merchandise undergoing appraisement which 
would ordinarily permit the production of that particular merchandise in 
the ordinary course of business; 

“(2) an addition for general expenses and profit equal to that which 
producers in the country of production whose products are exported to the 
United States usually add in sales, in the usual wholesale quantities and 
in the ordinary course of trade, of merchandise of the same general class or 
kind as the merchandise undergoing appraisement; and 

(3) the cost of all containers and coverings of whatever nature, and 
all other charges and expenses incidental to placing the merchandise under- 
going appraisement in condition, packed ready for shipment to the United 
States. 

“(f) Taxes.—The value of imported merchandise ascertained or estimated in 
accordance with this section shall not include the amount of any internal tax, 
applicable within the country of origin or exportation, from which the mer- 
chandise undergoing appraisement has been exempted or has been or will be 
relieved by means of refund. 

“(g) Derrinirions.—As used in this section, the following terms shall have the 
Meanings respectively indicated: 

(1) ‘Freely sold or offered for sale’—sold or offered to all purchasers at 
wholesale without restrictions as to the disposition or use of the merchandise 
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by the purchaser, except restrictions as to such disposition or use which 
(A) are imposed or required by law, or (B) limit the price at which or the 
territory in which the merchandise may be resold, or (C) do not substantially 
affect the value of the merchandise to usual purchasers at wholesale. 

“(2) ‘Ordinary course of trade’—the conditions and practices which, 
for a reasonable time prior to the exportation of the merchandise under- 
going appraisement, have been normal in the trade under consideration with 
respect to merchandise of the same class or kind as the merchandise under- 
going appraisement. 

**(3) acca at wholesale’—purchasers who buy in the usual whole- 
sale quantities for industrial use or for resale otherwise than at retail; or, if 
there are no such purchasers, then all other-purchasers for resale who buy in 
the usual wholesale quantities; or, if there are no purchasers in either of the 
foregoing categories, then all other purchasers who buy in the usual whole- 
sale quantities. 

“(4) ‘Such or similar merchandise’—the merchandise undergoing appraise- 
ment shall be considered ‘such’ merchandise, and other merchandise shall be 
considered ‘such’ merchandise if— 

**(A) it is identical in physical characteristics and was produced in the 
same country by the same person, or 
““(B) when no value meeting the requirements of the definition of value 
under consideration can be ascertained or estimated under (A), the 
merchandise is identical in physical characteristics and was produced by 
another person in the same country. 
Merchandise shall be considered ‘similar’ to the merchandise undergoing 
appraisement if it is not within the foregoing definition of ‘such’ merchandise 
but 
“(C) it was produced in the same country as the merchandise under- 
going appraisement, by the same person, of like materials, is used for the 
same purpose, and is of approximately equal commercial value, or 
“(D) when no value meeting the requirements of the definition of value 
under consideration can be ascertained or estimated under (C), the 
merchandise is correspondingly similar and was produced by another 
person in the same country. 

““(5) ‘Usual wholesale quantities’—the quantities usually sold in the class 
of transactions in which the greater aggregate quantity of the ‘such or similar 
merchandise’, in respect of which value is being ascertained or estimated, is 
sold in the market under consideration.” 


VALUE NOT TO BE BASED ON AMERICAN SELLING PRICE 


Sec. 14. (a) Paragraphs 27 and 28 of the Tariff Act of 1930 (U. S. C., 1946 
edition, title 19, sec. 1001, pars. 27, 28), are amended by deleting subparagraphs (c) 
and (d) therefrom and by redesignating subparagraphs (e) through (i) of paragraph 
28 as (c) through (g), respectively. 

(b) As soon as it can determine each proper rate, the United States Tariff 
Commission shall certify to the President a rate of duty for each classification of 
articles in paragraph 27 or 28 of the Tariff Act of 1930 or in the proclamation of 
the President numbered 2027 (47 Stat. 2552), 2081 (48 Stat. 1739), or 2158 (49 
Stat. 3497) which the Commission estimates to be reasonably equivalent, if applied 
at the time of certification in accordance with the pertinent laws in force at that 
time (excluding this section), to the respective rate specified in said paragraph or 
proclamation for such classification of articles if applied on the basis of ‘‘ American 
selling price’ at the time of certification in accordance with the pertinent laws in 
force immediately before the date of enactment of this Act. If for any such 
classification of articles a modified rate (other than a modification of a rate certi- 
fied pursuant to this subsection) is or may become effective pursuant to a proc- 
lamation under the authority of section 350 of the Tariff Act of 1930, as amended 
(U.S. C., 1946 edition, title 19, see. 1351, and Pubie Law 307, Eighty-first Con- 
gress, approved September 26, 1949), an equivalent rate shall likewise be certified 
for each such modified rate. In certifying rates as provided for in this subsection, 
the Commission shall specify such changes in classifications as it finds necessary 
to carry out the provisions of this subsection. 

(c) The President shal! proclaim the rates (including changes in classification 
certified to him pursuant to subsection (b), and on and after the thirtieth day 
following the date of each such proclamation cach certified rate specified therein 
shall have the same force and effect for the purposes of all provisions of law (irnfelud- 
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ing the said section 350) as though it were the rate of duty for which it shall have 
been certified to be reasonably equivalent, and each such certified rate shall be 
substituted in all respects for the respective prior equivalent rate: Provided, That 
no rate proclaimed pursuant to this subsection shall apply to any article provided 
for in said paragraph 27 or 28, unless at the time such article is entered, or with- 
drawn from warehouse, for consumption, it is a competitive article and is desig- 
nated as such in a public list, promulgated in accordance with regulations of the 
Secretary of the Treasury. As used in this section, the term ‘“‘competitive article”’ 
means an article provided for in the said paragraph 27 or 28 which accomplishes 
results substantially equal to those accomplished by a domestic product, when 
used in substantially the same manner. 

(d) Until a certified rate is applicable with respect to any particular competitive, 
article, the value of such article for the purpose of assessing ad valorem duties 
shall be determined in accordance with the applicable laws in force immediately 
before the date of the enactment of this Act. 

(e) Section 336 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, see. 
1336) is amended by deleting subsections (b) and (j), by redesignating subsections 
(c) through (i) as (b) through (h), respectively, and by redesignating subsection 
(k) as (i). Section 484 (a) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 
sec. 1484 (a)) is amended by deleting ‘‘and in subdivision (j) of section 336” from 
the first sentence. 

SIGNING AND DELIVERY OF MANIFESTS 


Sec. 15. Section 431 of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19, 
sec. 1431) is amended by designating the matter now therein as subsection (a) and 
by adding a new subsection to read as follows: 

“(b) Whenever a manifest of articles or persons on board an aircraft is required 
for customs purposes to be signed, or produced or delivered to a customs officer, the 
manifest may be signed, produced, or delivered by the pilot or person in charge 
of the aircraft, or by any other authorized agent of the owner or operator of the 
aircraft, subject to such regulations as the Secretary of the Treasury may prescribe. 
If any irregularity of omission or commission occurs in any way in respect of any 
such manifest, the owner or operator of the aircraft shall be liable for any fine or 
penalty preseribed by law in respect of such irregularity.”’ 


CERTIFIED INVOICES AND INFORMAL ENTRIES 


Sec. 16. (a) Section 482 (a) of the Tariff Act of 1930 (U.S. C., 1946 edition, 
title 19, see. 1482 (a)) is amended by substituting “‘required pursuant to section 484 
(b) of this Act to be certified’’ for “‘covering merchandise exceeding $100 in value” 
in the first clause. 

(b) Section 498 (a) (1) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 
sec. 1498 (a) (1)) is amended to read as follows: 

“(1) Merchandise, imported in the mails or otherwise, when the aggregate 
value of the shipment does not execed such amount, not greater than $250 
as the Secretary of the Treasury shall specify in the regulations, and the 
specified amount may vary for different classes or kinds of merchandise or 
different classes of transactions;” 


AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION 


Sec. 17. (a) Seetion 487 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 
19, see, 1487) is amended by deleting therefrom ‘‘, or at any time before the invoice 
or the merchandise has come under the observation of the appraiser for the pur- 
pose of appraisement,’’. 

(b) Section 489 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, see. 
1489) is amended to read as follows: 

“SEC, 489. UNDERVALUATION. UNAUTHENTIC CLAIM OF ANTIQUITY. 

*" (a) If the final appraised value of any article of imported mere Nandise subject 
to an ad valorem rate of duty or to a duty based upon or regulated in any manner 
by the value thereof shall exceed the entered value, and if the consignee shall have 
failed to furnish the appraiser, before that officer has signed his report of value to 
the collector, all information required by customs officers which is relevant to the 
value of the merchandise and available to him at the time of entry or within a 
reasonable time thereafter, and all such information that is so available to the 
person, if any, in whose behalf the entry was made, there shall be levied, collected, 
and paid, in addition to any other duties imposed by law on suck merchandise, a 
special duty of 1 per centum of the total final appraised value thereof for each | per 
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centum that such final appraised value exceeds the value declared in the entry. 
Such special duty shall apply only to the particular article or articles in each invoice 
that are so advanced in value upon final appraisement, and shall not be imposed 
upon any article upon which the amount of duty imposed by law on account of the 
final appraised value does not exceed the amount of duty that would have been 
imposed if the final appraised value had not exceeded the entered value. 

“(b) The liquidation in which such special duty is assessed shall be subject 
to the protest and review procedure provided for in sections 514 and 515 of this 
Act, but such special duty shall not be remitted nor the payment thereof in any 
way avoided except upon an administrative decision under section 515 that the 
special duties were erroneously assessed or upon a finding by the United States 
Customs Court, after due assignment and determination pursuant to section 515, 
and under such rules as the Court may prescribe, that the entry of the merchandise 
at a less value than its final appraised value was without any culpable negligence 
or intention to conceal or misrepresent the facts of the case or to deceive the 
appraiser as to the value of the merchandise. 

“(e) The special duty imposed by subsection (a) shall not be construed to be 
penal. It shall not be refunded by reason of exportation of the merchandise, nor 
shall it be subject to the benefit of draw-back. All special or additional duties, 
penalties, or forfeitures applicable to merchandise entered in connection with a 
certified invoice shall be applicable alike to merchandise entered in connection 
with a seller’s or shipper’s invoice or a statement in the form of an invoice. 

“‘(d) Furniture described in paragraph 1811 of section 201 of this Act shall enter 
the United States at ports which shall be designated by the Secretary of the 
Treasury for this purpose. If any article described in said paragraph 1811 and 
imported for sale is rejected as unauthentic in respect to the antiquity claimed as 
a basis for free entry, there shall be imposed, collected, and paid on such article, 
unless exported under customs supervision, a duty of 25 per centum of the value 
of such article in addition to any other duty imposed by law upon such article.’ 

(ec) Section 501 of the Tariff Act of 1930, as amended (U. 8. C., 1946 edition, 
Supp. IT, title 19, sec. 1501), is further amended by changing the period at the 
end of the first sentence to a comma and by inserting thereafter ‘“‘or (3) in any 
case, if the consignee, his agent, or his attorney requests such notice in writing 
before appraisement, setting forth a substantial reason or reasons for requesting 
the notice.’’, and by deleting the third sentence of the section. 

(d) Section 503 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, sec. 
1503) is amended by deleting ‘‘the entered value or’’ and “‘, whichever is higher’’ 
from subsection (a), by deleting subsection (b), and by redesignating subsection 
(c) as subsection (b). 

(e) The Act of July 12, 1932 (ch. 473, 47 Stat. 657; U. S. C., 1946 edition, title 
19, sec. 1503a), is repealed. 

(f) Section 562 of the Tariff Act of 1930, as amended (U.S. C., 1946 edition, 
title 19, sec. 1562), is further amended by changing the semicolon in the third 
sentence to a period and deleting the remainder of that sentence. 


COMMINGLED MERCHANDISE 


Sec. 18. Section 508 of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 
sec. 1508) is amended to read as follows: 


“SEC. 508. COMMINGLING OF GOODS. 

“(a) Whenever dutiable merchandise and merchandise which is free of duty or 
merchandise subject. to different rates of duty are so packed together or mingled 
that the quantity or value of each class of such merchandise cannot be readily 
ascertained by the customs officers (without physical segregation of the shipment or 
the contents of any entire package thereof), by one or more of the following means: 
(1) Examination of a representative sample, (2) occasional verification of packing 
lists or other documents filed at the time of entry, or (3) evidence showing per- 
formance of commercial settlement tests generally accepted in the trade and filed 
in such time and manner as may be prescribed by regulations of the Secretary of 
the Treasury, and if the consignee or his agent shall not segregate the merchandise 
pursuant to subsection (b), then the whole of such merchandise shall be subject 
to the highest rate of duty applicable to any part thereof. 

‘(b) Every segregation of merchandise made pursuant to this seetion shall be 
accomplished hy the consignee or his agent at the risk and expense of the con- 
signee within twenty days after the date of personal delivery or mailing by the 
collector of written notice to the consixnee that the merchandise is commingied. 
very such segregation shall be accomplished under customs supervision, and 
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the compensation and expenses of the supervising customs officers shall be re- 
imbursed to the Government by the consignee under such regulations as the 
Secretary of the Treasury may prescribe. 

“(ce) The foregoing provisions of this section shal! not apply with respect to 
any part of a shipment if the consignee or his azent shall furnish to the collector, 
in such time and manner as may be prescribed by recuiations of the Secretary of 
the Treasury, satisfactory proof (1) that such part (A) is commercially neglivible, 
(B) is not capable of segregation without excessive cost, and (C) will not be 
segregated prior to its use in a manufacturing process or otherwise, and (2) that 
the coinmingling was not intended to avoid the payment of lawful duties or any 
part thereof. Any merchandise with respect to which such proof is furnished 
shall be considered for all customs purposes as a part of the merchandise, subject 
to the next lower rate of duty (including a free rate), with which it is commingled.” 


CORRECTION OF ERRORS AND MISTAKES 


Sec. 19. Section 520 (c) (1) of the Tariff Act of 1930, as amended (U.S, C., 1946 
edition, title 19, see. 1520 (c) (1)), is further amended to read as follows: 

(1) A elerical error, mistake of fact, or other inadvertence not amounting 
to an error in the construction of a law, adverse to the importer and manifest 
from the record or established by documentary evidence, in any entry, 
liquidation, appraisement, or other customs transaction, when the error, 
mistake, or inadvertence is brought to the attention of the customs service 
within one vear after the date of entry, appraisement, or transaction, or 
within sixty days after liquidation or exaction when the liquidation or ex- 
action is made more than ten months after the date of the entry, appraise- 
ment, or transaction.” ‘ 


CONVERSION OF CURRENCY 


Src, 20. (a) Section 25 of the Act of August 27, 1894, as amended and reenacted 
(U.S. C., 1946 edition, title 31, see. 372 (a)), is repealed, and section 522 of the 
Tariff Act of 19389 (U.S. C., 1946 edition, title 31, sec. 372) is amended to read 
as follows: 

“SEC. 522. CONVERSION OF CURRENCY. 

‘“‘(a) The Secretary of the Treasury shall keep current a published list of the 
par values, expressed in United States dollars, of the several foreicn currencies 
maintained pursuant to the Articles of Agreement of the International Monetary 
Fund, or pursuant to any other international agreement to which the United 
States isa party. For the purposes of all provisions of the customs laws, whenever 
it is necessary to convert into an amount expressed in currency of the United 
States any amount expressed in a foreign currency for which such a par value 
was maintained for the date as of which the value or cost requiring conversion is 
to be determined, such conversion, except as specified in subsection (d), shall be 
made at such par value. 

‘“(b) If no such par value was so maintained for such date, the conversion 
shall be made at the buying rate for the foreign currency in the New York market 
at noon on the date as of which the value or cost requiring conversion is to be 
determined, or, if banks are generally closed on such date in New York Cit®, then 
the buying rate at noon on the last preceding business day. For the purposes 
of this subsection, such buying rate sha!l be the buying rate for cable transfers 
payable in the foreign currency in which the amount to be converted is expressed, 
and shall be determined by the Federal Reserve Rank of New York and certified 
to the Secretary of the Treasury, who shall make it public at such times and to 
such extent as he shall deem necessary. In ascertaining such buying rate, such 
Federal Reserve bank may in its discretion (1) take into consideration the last 
ascertainable transactions and quotations, whether direct or through exchange 
of other currencies, and (2) if there is no market buying rate for such cable trans- 
fers, calculate such rate from actual transactions and quotatious in demand or 
time bills of exchange or from the last ascertainable transactions and quotations 
outside the United States in or for exchange payable in United States currency 
or other currency. 

“(e) If, pursuant to subsection (b), the Federal Reserve Bank of New York 
certifies more than one rate of exchange for a particular foreign curreney for any 
date the conversion for customs purposes of amounts expressed in that currency 
for that date shall be made by applying the applicable rate or rates so certified 
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which reflect effectively the value of that foreign currency in commercial trans- 
actions, 

“(d) When one or more rates of exchange in addition to the par value are 
maintained for any foreign currency consistently with the Articles of Agreement 
of the International Monetary Fund, the Secretary of the Treasury shall so indi- 
cate in the list provided for in subsection (a). When rules governing the con- 
version of such foreign currencies have been formulated pursuant to an 
international agreement to which the United States is a party, the Secretary of 
the Treasury shall issue regulations in conformity with such rules, and the con- 
version for customs purposes of amounts expressed in such currencies into amounts 
expressed in currency of the United States shall thereafter be in accordance with 
such regulations so long as they are in effect. If no regulations are in effect and 
applicable to the conversion of such a curreney, one or more rates of exchange in 
addition to the par value may be certified in the manner set forth in subsection 
(hb) and the par value and any certified rates shall be applied in the manner 
prescribed in subsection (c).” 

(b) Seetion 481 (a) of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, 
sec, LISL (a!) is amended by deleting subparagraph (7) and by renumbering sub- 
paragraphs (8:, (9), and (10) as (7, (8), and (@). 


CUSTOMS SUPERVISION 


Sec. 21. The Tariff Act of 1930, as amended, is further amended by adding 
following section 645 (U.S. C., 1946 edition, title 19, sec. 1645) a new section 646 
reading as follows: 

“SEC. 646. CUSTOMS SUPERVISION, 

“Wherever in this Act any action or thing is required to be done or maintained 
under the supervision of customs officers, such supervision may be direct and 
continuous or by occasional verification as may be required by regulations of the 
Secretary of the Treasury, or, in the absence of such regulations for a particular 
case, as the principal customs officer concerned shal! direct.” 


DELEGATION OF AUTHORITY 


Sec. 22. Section 3 (a) of the Act of March 3, 1927 (U.S. C., 1946 edition, title 
5, sec. 2S1b (a)), is amended to read as follows: 

“(a) The Secretary of the Treasury is authorized to confer or impose upon the 
Commissioner of Customs or any of the employees of the Customs Service any of 
the rights, privilezes, powers, or duties now or hereafter vested in or imposed 
upon the Secretary of the Treasury by any law administered by the Customs 
Service,” 

CONVERSION OF PROCESSING TAXES TO IMPORT TAXES 

Sec. 23. (a) As soon as each proper rate can be determined by the United States 
Tariff Commission, that Commission shall certify to the President the respective 
rate or rates of import tax for copra, palm nuts, and palm-nut kernels which the 
Commission estimates to be reasonably equivalent in respect of each such com- 
modity to the relevant tax imposed on the date of the enactment of this Act under 
section@470 of the Internal Revenue Code (U.S. C., 1946 edition, title 26, sec. 
2470) on the first domestic processing of coconut oil and palm-kernel vil, respec- 
tively. The certified rates shall be proclaimed by the President, and on and after 
the thirtieth day after the date all the certified rates have been so proclaiined the 
amendments of law specified hereafter in this section shall be effective, with the 
proclaimed rates inserted in the redesignated and amended section 2491 (e) of the 
Internal Revenue Code in the respective blank spaces following the descriptions 
of the products for which the rate shall have been proclaimed. 

(b) Section 2470 (b) of the Internal Revenue Code (U. 8S. C., 1946 edition, 
title 26, see. 2470 (b)) is amended by changing the period at the end thereof to a 
comma and adding ‘or (3) with respect to any commodity, or product of a com- 
modity, upon which an import tax has been paid under chapter 22”. 

(c) (1) Section 2491 (ce), (d), (e), (f) of the Internal Revenue Code (U.S. C., 
1946 edition, title 26, sec. 2491 (ce), (d), (e), (f)) are amended to read as follows: 

“(e) (1) Coconut oil, palm oil, and palm-kernel oil, fatty acids derived from 
any of the foregoing oils, and salts of any of the foregoing (whether or not such 
oils, fatty acids, or salts have been refined, sulphonated, sulphated, hydrogenated, 
or otherwise processed), 3 cents per pound, 
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(2) There shall be imposed (in addition to the tax prescribed in the preceding 
subdivision) on coconut oil a tax of 2 cents per pound, except that the additional 
tax imposed by this subdivision shall not apply when it is established, in accordance 
with regulations prescribed by the Secretary of the Treasury, that the imported 
product (A) is wholly the production of the Philippine Republic or of any posses- 
sion of the United States, or (B) was produced wholly from materials the growth 
or production of the Philippine Republic or of any possession of the United States. 
The additional tax imposed by this subdivision shall not apply after July 3, 1974. 

(3) Whenever the President, after consultation with the President of the 
Philippine Republic, finds that adequate supplies of neither copra nor coconut 
oil, the product of the Philippine Republic, are readily available for processing 
in the United States, he shall so proclaim, and after the date of such proclamation 
the provisions of subdivision (2) of this subsection and of subdivision (2) of sub- 
section (e) shall be suspended until the expiration of thirty days after he proclaims 
that, after consultation with the President of the Phillippine Republic, he has 
found that such adequate supplies are so readily available. 

““(d) Any commodity, not provided for heretofore in this section, 10 per centum 
or more of the quantity by weight of whicn consists of, or is derived directly or 
indirectly from, one or more of the products specified above in this section, a tax 
at the rate or rates per pound equal to that proportion of the rate or rates pre- 
scribed in this section ir respect of such product or products which the quantity 
by weight of the imported commodity, consisting of or derived from such product 
or products, bears to the total weight of the imported commodity; but there shall 
not be taxable under this subsection any commodity (other than an oil, fat, or 
grease, and other than products resulting from processing seeds without full 
commercial extraction of the oil content), by reason of the presence therein of an 
oil, fat, or grease which is a natural component of such commodity and has never 
had a separate existence as an oil, fat, or grease; 

“(e) (1) Hempseed, 1.24 cents per pound; perilla seed, 1.38 cents per pound; 
kapok seed, 2 cents per pound; rapeseed, 2 cents per pound; sesame seed, 1.18 


cents per pound; and copra, per pound; palm nuts, per pound; and palm- 
nut kernels, per pound; 

‘“*(2) There shall be imposed (in addition to the tax prescribed in the preceding 
subdivision) on copra a tax of per pound, except that the additional tax im- 


posed by this subdivision shall not apply when it is established, in accordance 
with regulations prescribed by the Secretary of the Treasury, that the imported 
product (A) is wholly the production of the Philippine Republic or of any posses- 
sion of the United States, or (B) was produced wholly from materials the growth 
or production of the Philippine Republic or of any possession of the United States. 
The additional tax imposed by this subdivision shall not apply after July 3, 1974. 

“(f) The tax imposed under subsection (b) shall not apply to rapeseed oil 
imported to be used in the manufacture of rubber substitutes or lubricating oil, 
and the tax imposed under subsection (c) (1) shall not apply to palm oil imported 
to be used in the manufacture of iron or steel products, tin plate, or terneplate. 
The Secretary of the Treasury shall prescribe methods and regulations to carry 
out this subsection.” 

(2) Section 2491 of the Internal Revenue Code (U. 8. C., 1946 edition, title 26, 
sec. 2491) is further amended by adding a new subsection (h) reading as follows: 

“(h) No draw-back in respect of any tax imposed by this section shall be 
allowed under any provision of law on the exportation of any byproduct result- 
ing from the production of coconut oil or palm-kernel oil in the United States.” 

(d) Section 2493 of the Internal Revenue Code (U. 8. C., 1946 edition, title 
26, see, 2493) is amended by changing the period at the end thereof to a semi- 
colon and adding new subdivisions to read as follows: 

“(4) For the purposes of the Philippine Trade Act of 1946 (U. 8S. C., 1946 
edition, title 22, see. 1251-1360), the term ‘ordinary customs duty’ shall not 
include any tax prescribed in section 2491 (e) or (d), or in section 2491 (e) with 
respect to copra, palm nuts, or palm-nut kernels, and the term ‘internal tax’ shall 
include such taxes. 

“(5) The taxes imposed on oils and derivative products under section 2491 (c) 
and on copra, palm nuts, and palm-nut kernels under section 2491 (e) shall not 
be subject to modification under section 350 of the Tariff Act of 1930, as amended 
(U. 8. C., 1946 edition, title 19, see. 1351).” 

(e) Section 2492 of the Internal Revenue Code (U. 8. C., 1946 edition, title 26, 
see. 2492) is amended by deleting the date ‘August 21, 1936,”’ and by inserting in 
place thereof the words ‘‘the date of the proclamation provided for in section 23 (a) 
of the Customs Simplification Act of 1951,”’. 
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REPEAL OF DISCRIMINATION AGAINST IMPORTS IN CERTAIN INTERNAL-REVENUE 
TAXES 


Sec. 24. (a) Section 2306 of the Internal Revenue Code (U. 8. C., 1946 edition, 
title 26, sec. 2306) is repealed. 

(b) Subchapter B of chapter 16 of the Internal Revenue Code (U. 8. C., 1946 
edition, title 26, sees. 2320-2327) is amended by adding a new section at the end 
thereof as follows: 


“SEC, 228. IMPORTATION OF ADULTERATED BUTTER. 


“There shall be levied and collected upon all adulterated butter imported into 
the United States from foreign countries, in addition to any import duty imposed 
thereon, a tax equal to any internal-revenue tax imposed in the United States upon 
adulterated butter of domestic manufacture. Such tax shall be paid by the im- 
porter and represented by coupon stamps; and all provisions of law relating to the 
packaging, stamping, marking, and branding of adulterated butter manufactured 
in the United States shall apply, so far as applicable, to such imported adulter- 
ated butter and the packages containing the same.” 

(ec) Section 2356 of the Internal Revenue Code (U.S. C., 1946 edition, title 26, 
sec. 2356) is amended to read as follows: 


“SEC. 2356. IMPORTATION. 

“There shall be levied and collected upon all filled cheese, as defined in section 
2350 (b), imported from foreign countries, in addition to any import duty thereon, 
a tax equal to the internal-revenue tax imposed in the United States upon such 
filled cheese of domestic manufacture. Such tax shall be paid by the importer 
and represented by coupon stamps; and all provisions of law relating to the stamp- 
ing, marking, and branding of filled cheese manufactured in the United States 
and the containers thereof shall apply, so far as applicable, to such imported filled 
cheese and the packages containing the same.” 

(d) (1) Seetion 2800 (a) (1) of the Internal Revenue Code (U. 8S. C., 1946 
edition, title 26, sec. 2800 (a) (1)) is amended to read as follows: 

“(1) DistILLep sprrits GENERALLY.—There shall be levied and collected 
on all distilled spirits in bond or produced in or imported into the United 
States an internal-revenue tax at the rate of $6 on each proof gallon and a 
proportionate tax at a like rate on all fractional parts of such proof gallon 
to be paid by the distiller or importer when withdrawn.” 

(2) Paragraph 811 of the Tariff Act of 1930 (U. 8S. C., 1946 edition, title 19, 
sec. 1001, par. 811) is amended by deleting from the first sentence of that para- 
graph ‘‘Each and every gauge or wine gallon of measurement shall be counted 
as at least one proof gallon; and” and by changing the first letter of the following 
word to a capital. 

(e) Section 2800 (a) (5) of the Internal Revenue Code (U. 8. C., 1946 edition, 
title 26, see. 2800 (a) (5)) is amended by adding at the end thereof a sentence 
reading as follows: ‘‘Imported distilled spirits which if manufactured or produced 
in the United States would have been subject to the tax imposed by this paragraph 
shall be subject upon importation to an additional tax equal to such tax, to be 
paid by the importer when withdrawn, and the burden of establishing exemption 
from this additional tax in any case shall rest upon the importer.” 

(f) (1) Section 2800 (a) (3) of the Internal Revenue Code (U.S. C., 1946 edition, 
title 26, sec. 2800 (a) (3)), relating to imported perfumes containing distilled 
spirits, is repealed. 

(2) Section 1650 of the Internal Revenue Code (U. 5. C., 1946 edition, title 26, 
sec. 1650), relating to the war tax rates of certain miseciianeous taxes, is amended 
by striking out the eleventh item of the table therein increasing from $6 to $9 per 
gallon the tax imposed by section 2800 (a) (3) on imported perfumes containing 
distilled spirits. 

SAVING CLAUSE 


Sec. 25. Except as may be otherwise provided for in this Act, the repeal of 
existing law or modifications thereof embraced in this Act shall not affect any act 
done, or any right accruing or accrued, or any suit or proceeding had or commenc- 
ed in any civil or criminal case prior to such repeal or modification, but all liabilities 
under such laws shall continue, except as otherwise specifically provided in this 
Act, and may be enforced in the same manner as if such repeal or modification had 
not been made. 
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ANALYSIS OF THE CustToMs SIMPLIFICATION Act oF 1951 


The purpose of this bill is to amend the Tariff Act of 1930, as amended, in order 
to simplify its operation, to reduce expense and delay incident to its administra- 
tion, and to eliminate inequities which add to the difficulty of enforcement. 

The principal source of recommendations contained in this bill has been the 
survey of the customs service conducted 3 years ago by a private firm of manage- 
ment consultants. Such undertaking was made from funds specifically authorized 
by the Congress in the Customs appropriation for the fiscal year 1948. The 
management firm was given two main objectives: 

1. Determine how the cost of customs operations can be reduced, compati- 
ble with required service. 
2. Ascertain whether the service rendered by customs can be improved. 

Some recommendations for provisions in the bill came from the Customs 
Bureau, other Government departments, and from representations of importers 
and other groups interested in expediting the flow of commerce between nations. 

The law of customs administration and procedure, as distinguished from the 
rate structure, enacted in the Smoot-Hawleyv Tariff Act of 1930 (act of June 17, 
1930, 46 Stat. 590) has been generally revised only once, by the Customs Adminis- 
trative Act of 1938 (act of June 25, 1938, 52 Stat. 1077). Since that time many 
changes have occurred in industry and commerce, and the Customs Simplification 
Act of 1951 will modernize the administrative and procedural laws in accordance 
with the objective of giving improved service to the importing public at the least 
possible cost to the taxpayer. 

The measures which are most necessary to achieve the foregoing objects are the 
following (the sections referred to are of the Tariff of 1930): to simplify and make 
more equitable the formulas for appraising merchandise for assessment of ad 
valorem duties (sec. 402); to eliminate “special marking’’ requirements and to 
require only such marking as will indicate to the ultimate consumer the country 
of origin of imported merchandise; to provide for uniformity of treatment in 
cases involving countervailing duties by requiring a finding of injury to American 
industry similar to provision regarding antidumping cases (sec. 303); to increase 
to a realistic level the ‘‘small value’’ exemptions (sees. 321; 498 (a) (1)); to elimi- 
nate the incurring by importers of undervaluation penalties without fault on their 
part (see. 489); to provide a more modern method for converting amounts in 
foreign currencies to amounts in United States currency (sec. 522); to permit 
correction by customs officers of admitted errors without appeal to the courts 
(see. 520 (c) (1)); and a number of others of lesser individual importance, but 
cumulatively of major importance. Details as to the changes proposed are set 
forth below. The bill proposes no change in any rate of duty and any incidental] 
change in amounts of duty payable, such as those which may result from changes 
in appraisal methods, will not be large. 

It is the opinion of the Treasury Department that these amendments, if adopted, 
will go far to remove the most serious obstacles in our Tariff Act to the increase 
of international trade, other than those represented by the tariff rates and the 
complexities of classification in the tariff structure. 

Some of the provisions contained in this bill parallel certain of the customs 
administrative provisions of the General Agreement on Tariffs and Trade, which is 
now being applied in the United States on a provisional basis (that is, where not 
inconsistent with existing legislation). The representatives of this Government, in 
negotiating such agreement, were aware of the administrative difficulties tha 
had arisen under our customs laws, and, in this respect, had the advice of customs 
officials in relation to customs procedures. An endeavor is made in this analysis, 
where appropriate, to point out the particular customs provisions as they relate 
to provisions of the general agreement. 

Regardless of the customs administrative provisions of this internationa] 
agreement, referred to above, the Customs Simplification Act of 1951 is needed 
to improve the administrative and procedural aspects of the customs service, and 
thereby expedite the movement of merchandise in regular channels o/ trade. 

There follows a section-by-section explanation of the bill. 


SECTION 1. SHORT TITLE AND EFFECTIVE DATE 


This section contains a short title, a general provision for an effective date, and 
a table of contents. 
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SECTION 2. REQUIREMENT OF INJURY IN DUMPING AND COUNTERVAILING DUTY CASES 


Subsection (a) of section 2 would amend section 201 (a) of the Antidumping 
Act, 1921 (U.S. Code, 1946 edition, title 19, see. 160 (a)) to change ‘‘injured”’ to 
‘“‘materially injured” and “prevented” to ‘prevented or materially retarded”’ in 
the specifications of situations in which antidumping duties are to be levied. 
These are mere clarifications and will result in no change in the law as it has 
been administered since its enactment. 

Subsection (b) would amend section 202 (a) of the Antidumping Act to make it 
clear that there will be no imposition of both countervailing and antidumping 
duties on particular merchandise to compensate for the same situation of dumping 
or export subsidization. Such action has never been taken, but it is not specifi- 
eally forbidden by the terms of the antidumping and countervailing duty laws. 

Subsection (c) would amend section 303 of the Tariff Act of 1930 (U.S. Code, 
1946 edition, title 19, see. 1303) by adding a provision corresponding to that to 
be added to the Antidumping Act by subsection (b). It would also add to section 
303 a provision that countervailing duties will be assessable only if an industry 
of the United States is being caused or threatened with material injury, or if 
establishment of an industry is being prevented or materially retarded. If an 
injury to an actual or potential United States industry is not established, the 
need for a countervailing duty is not established. Subsection (¢) would also add 
a provision that countervailing duty shall not be levied because of the ordinary 
remission or refund of taxes and duties allowed on exportation by most nations, 
including the United States. Under the existing administrative interpretation of 
section 303 of the Tariff Act, countervailing duty is not imposed in such situations, 
but some judicial comments on the statutes do not make it clear that the courts 
would consider such duty or tax exemptions as outside the scope of the counter- 
vailing duty provision. The proposed amendment eliminates the possibility of 
rulings in conflict with the administrative practice which has been followed for 
over 50 years. 

No similar provision is needed for the Antidumping Act, 1921, because the 
point is specifically covered by the terms of sections 203 and 204 of that act 
(U. 8. Code, 1946 edition, title 19, sees. 162, 163). The proposed amendments, 
if adopted, will eliminate some relatively small discrepancies between our law and 
article VI of the general agreement (antidumping and countervailing duties), 
which in general recognizes our practices in the matter as a standard for al! 
countries. 


SECTION 3. REPEAL OF SPECIAL MARKING REQUIREMENTS 


The provisions of law involved are paragraphs 28, 354, 355, 357, 358, 359, 360, 
361, and 1553 of the Tariff Act of 1930 (U. S. Code, 1946 edition, title 19, see. 
1001, pars. 28, 354, 355, 357, 358, 359, 360, 361, and 1553). These paragraphs 
refer to specific items to be imported and (except for par. 28) specify in detail that 
the articles enumerated shall have, when imported, the name of the maker or 
purchaser as well as the name of the country of origin conspicuously and indelibly 
marked on the outside of the articles. Paragraph 28 requires marking the con- 
tainers of certain coal-tar products with detailed information as to the contents. 

The amendments proposed by this section would repeal entirely the marking 
provisions mentioned. The amendment to paragraph 28 would leave unaltered 
a requirement for information on invoices, a more practical method of conveying 
information to the industrial users of these products. 

This proposal is restricted to special marking requirements and the ariicles 
covered would still be subject to the general marking provisions of section 304 
of the Tariff Act of 1930 (U. S. Code, 1946 edition, title 19, sec. 1304). The 
special marking is not needed for consumer information, in view of section 304, 
and its requirement often interferes with the efforts of United States medical men 
and scientists to get needed instruments for medical purposes and for research, 
and with trade and commerce generally. 

Subsection (b) of section 3 would repeal section 2934 of the Revised Statutes 
(U. 8S. Code, 1946 edition, title 19, see. 134) which relates to the marking of medi- 
cinal preparations imported into the United States. This provision of law is 
obsolete and should be repealed. At the present time, the Food and Drug Admin- 
istration permits relabeling upon importation, under other statutory authority. 


SECTION 4. REPEAL OF CERTAIN OBSOLETE RECIPROCAL PROVISIONS 


Subsection (a) of section 4 would repeal the proviso to paragraph 812 of the 
Tariff Act of 1930 (U. 8S. Code, 1946 edition, title 19, see. 1001, par. 812), which 
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provides for the forfeiture to the United States of any sized casks or other packages 
of spirituous or distilled liquors imported from any country under whose laws such 
sized casks and other similar packages of liquors put up or filled in the United 
States are denied entry into such country. Subsection (b) would repeal section 
320 of the Tariff Act of 1930 (U.S. Code, 1946 edition, title 19, seg. 1320), which 
provides that the Secretary of the Treasury and the Postmaster General, with 
the advice and consent of the President, may enter into a reciprocal agreement 
with any foreign country to provide for the entry free of duty of certain advertising 
matter. Although this provision has been in the law almost 20 vears, no action 
has ever been taken under it. 

Both are contrary to the most-favored-nation principle, and both clearly provide 
for discriminatory treatment. The proposed revision will be consistent with 
article I of the general agreement. 


SECTION 5. AMERICAN GOODS RETURNED 


Paragraph 1615 (f) of the Tariff Act of 1930, as amended (U.S. Code, 1946 
edition, title 19, see. 1201, par. 1615 (f)), provides for the levy of duty on imported 
goods which have been previously exported with benefit of draw-back of customs 
duties or with refund or remission of internal-revenue tax. The duty imposed is 
an amount equal to the sum of any customs draw-back allowed upon the expor- 
tation of such article from the United States plus the amount of any internal- 
revenue tax imposed, but in no case in excess of the total duty and internal- 
revenue tax imposed on the importation of like articles. The proposed amend- 
ment would add new language to paragraph 1615 (f) to provide a means of 
determining the amount of duty on such reimported merchandise in cases when 
it is impracticable to determine the amount of draw-back or whether draw-back 
has been allowed, because of the destruction of customs records or for any other 
cause. 

Under the proposed section 5, the collector would assess an amount of duty 
equal to the amount of draw-back which he estimates would be allowable if the 
imported merchandise used in the manufacture or production of the reimported 
article were dutiable at the rate applicable to such merchandise on the date of 
importation. The amendment further provides that the Secretary of the Treasury 
may determine the amounts of duty equal to draw-back or internal-revenue tax 
which shall be applied to articles or classes or kinds of articles, and may exempt 
from duty certain articles or classes or kinds of articles where the expense and 
inconvenience to the Government would be disproportionate to the amount of 
duty. 

This amendment is proposed in response to a recommendation made by 
Mekinsey & Co. as follows: ‘‘We recommend the elimination of affidavits and 
evidence of exportation on entries of ‘ American goods returned’ when, upon exami- 
nation of the merchandise, it can definitely be determined that such merchandise 
is of American manufacture, growth, or produce. * * * Regarding the 
amount of duty paid on ‘American goods returned’ to offset any draw-back that 
had been claimed upon their exportation, it is reeommended that a list containing 
the items or articles upon which draw-back is regularly claimed be supplied to 
all collectors."" (Management Survey of the Bureau of Customs, vol. IIT, p. 28.) 


SECTION 6. FREE ENTRY PROVISIONS FOR TRAVELERS 


Section 6 is proposed to clarify paragraph 1798, Tariff Act of 1930, as amended 
(U.S. Code, 1946 edition, title 19, see. 1201, par. 1798), by realining and restating 
its provisions. This paragraph, as amended by section 36 of the Customs Ad- 
ministrative Act of 1938 (act of June 25, 1938, 52 Stat. 1093), by Public Law 540, 
Eightieth Congress (62 Stat. 242), and by section 9 of Public Law 378, Eighty-first 
Congress, contains 10 provisos. This results in difficulties of interpretation and 
administration which can be removed by the suggested realinment and restate- 
ment of the provisions. 

Certain suggestions for substantive changes are incorporated in this section. 
These will be commented on in the order in which they appear: 

Section 308 (5), Tariff Act of 1930, as amended by section 4 of the Customs 
Administrative Act of 1938 (U. S. Code, 1946 edition, title 19, see. 1308 (5)), 
provides that automobiles, motorcycles, bicycles, aircraft, boats, horses, and 
similar articles, and the usual equipment of the foregoing, may be brought in 
free of duty under bond by nonresidents for the temporary use in the transporta- 
tion of such nonresidents, their families and guests, and for such incidental 
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carriage of articles as may be necessary and appropriate to the purposes of the 
journey. 

Section 308 (5) contains a provision for the deferment of a bond for a period of 
“not to exceed 90 davs (or 6 months in the case of such horses, vehicles, and craft 
from a country which accords a similar privilege to horses, vehicles, and craft from 
the United States).’’ Unless the horse, vehicle, or craft is exported or entered 
under bond before the expiration of the period of deferment, it becomes subject to 
forfeiture. 

The administration of these provisions of section 308 (5) has presentéd so many 
administrative difficulties that the Treasury Department is impelled to recommend 
that automobiles, trailers, aircraft, motorcycles, bicycles, baby carriages, boats, 
horse-drawn conveyances, horses, and similar instruments of transportation, and 
the usual equipment accompanying the foregoing, imported in connection with the 
arrival of a nonresident and to be used in the United States only for the transpor- 
tation of such person, his family and guests, and such incidental carriage of articles 
as may be appropriate to his personal use of the conveyance, be admitted free of 
duty and cleared through customs under the informal procedures applicable to 
wearing apparel, articles of personal adornment, toilet articles, and similar personal 
effects accorded free entry under the first clause of paragraph 1798 (subdivision (1) 
of subparagraph (b) of paragraph 1798 as amended in section 6 of this bill). Such 
a transfer from section 308 (5) to the free list would be effected by subdivision (2) 
of subparagraph (b) of paragraph 1798. 

Subparagraph (f) provides that if any article exempted from duty under the said 
subdivision (2) of subparagraph (b) is sold within 1 vear after the date of importa- 
tion, without prior payment of the duty in effect at the time of its entry, such 
article, or its value (to be recovered from the importer), shall be subject to for- 
feiture, unless the sale is pursuant to a judicial order or in liquidation of the 
estate of a decedent. 

Subdivision (3) of subparagraph (b) would provide that a nonresident may 
take with him through the United States without the payment of duty articles 
not exceeding $200 in value. It.has proved very inconvenient for travelers in 
transit through this country, especially those traveling by air, to arrange for the 
bonded transportation, pursuant to section 553, Tariff Act of 1930, as amended 
(U. 8. C., 1946 ed., title 19, sec. 1553), of articles such as gifts which they are 
earrying to friends and relatives in foreign countries. 

Subparagraphs (c), (d), (e), (f), and (g) of paragraph 1798, as proposed to be 
amended in section 6, would continue the exemptions now accorded returning 
residents under the terms of the second, third, fourth, fifth, sixth, seventh, eighth, 
ninth, and tenth provisos to existing paragraph 1798, with certain exceptions 
which are listed below. 

Whereas the eighth proviso to existing paragraph 1798 provides for the pay- 
ment of double duty if any article accorded the $300 exemption is sold within 
3 years after the date of arrival of the returning resident, subparagraph (f) of 
paragraph 1798, as proposed to be amended by this section, would provide that 
if any such article is sold (otherwise than pursuant to a judicial order or in liquida- 
tion of the estate of a decedent) within 3 vears after the date of importation of 
the article, without prior payment of the duty applicable thereto at the time of 
its entry, the articles, or its value (to be recovered from the importer), shall be 
subject to forfeiture. 

A corresponding change would be effected in the second proviso to the existing 
paragraph 1798 by subparagraph (f) in the case of jewelry or similar articles of 
personal adornment having a value of $300 or more accorded free entry in behalf 
of a nonresident under the first clause of existing paragraph 1798 (subdivision 
(1) of subparagraph (b)). 

The transfer from section 308 (5), Tariff Act of 1930, as amended, to a free entry 
provision of automobiles, aircraft, etc., brought in by nonresidents for transporta- 
tion purposes, is recommended for the reasons stated above. This would be ac- 
complished by subdivision (2) of subparagraph (b), section 6, in conjunction with 
section 8 (b) of this bill. 

The enactment of the suggested provision will make possible improvements in 
customs administration which will facilitate the flow of international traffic and 
further good international relations. 


SECTION 7, FREE ENTRY FOR NONCOMMERCIAL EXHIBITIONS 


Paragraph 1809 (U. 8S. C., 1946 ed., title 19, see. 1201, par. 1809) allows free 
entry of articles under bond for permanent noncommercial exhibitions, such as in 
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museums. The duration of the bond is now unlimited, necessitating the retention 
of many old records and keeping open many old entries. The amendment in 
section 7 will limit duration of the bond to 5 years. After that the customs 
officers will no longer be required to check on the status of the articles. 


SECTION 8. TEMPORARY FREE ENTRY FOR SAMPLES AND OTHER ARTICLES UNDER 
BOND 


Section 308 of the Tariff Act of 1930, as amended by the Customs Administra- 
tive Act of 1938 (U.S. C., 1946 ed., title 19, see. 1308), permits the temporary free 
entry of certain articles under bond for reexportation within 6 months, which the 
Secretary of the Treasury may, upon application, extend for another 6 months. 
Among these articles are samples (see. 308 (3)).  Sinee this period of a year is 
insufficient, it is proposed to authorize further extension to a total of 3 vears. At 
present, it is found that many samples must be exported before their intended use 
is over, particularly in the case of samples used in commercial exhibitions and 
trade fairs. 

The amendment to section 308 (5) would delete from it certain afticles provided 
for in paragraph 1798 as amended by section 6 of this bill. 


SECTION 9. SUPPLIES AND EQUIPMENT FOR VESSELS AND AIRCRAFT 


The present law allows certain exemptions from duties and taxes for supplies 
which may be withdrawn from warehouse or continuous customs custody after 
importation, for the use of vessels and aircraft. In the case of foreign aircraft, 
equipment and repair parts receive the same treatment. These privileges are 
granted reciprocally to aircraft of countries granting our aircraft like privileges, 
and shipment or use on such forgign aircraft is deemed exportation. 

These provisions are distributed among sections 309 and 317 of the Tariff Act of 
1930, as amended (U. 8. C., 1946 ed., title 19, sees. 1309, 1317), and section 3451 
of the Internal Revenue Code (U.S. C., 1946 ed., title 26, see. 3451). 

The proposed section 9 extends to foreign ships the exemption for equipment 
and repair parts previously granted to aircraft only. Removal of this discrimin- 
ation against the shipping industry will eliminate anomalous situations in which 
duties are assessed on articles brought in for vessels in distress, which articles 
never go into the commerce of the United States. In view of annex 9 to the 
ICAO Convention, exemption is proposed for ground equipment for foreign-flag 
aircraft from duties only, but not taxes, except taxes imposed on or by reason of 
importation. 


SECTION 10. DRAW-BACK ON EXPORT OF IMPORTS NOT ORDERED 


Section 313 (c) of the Tariff Act of 1930 (U.S. C., 1946 ed., title 19, see. 1313 
(c)) provides that upon the exportation of merchandise not conforming to samples 
or specifications upon which duties have been paid and which, within 30 days after 
release from customs custody, is returned to customs custody for exportation, the 
full amount of the duties paid upon such merchandise shall be refunded as draw- 
back, less one per cent. The proposed amendment would insert new language in 
section 313 (c) to provide for the refunding of duties in such cases where the mer- 
chandise upon which the duties have been paid was sent to the consignee without 
his consent and would extend the period during which the merchandise can be 
exported from 30 to 90 days. The purpose of the amendment is to prevent hard- 
ship in cases when the American consignee has paid duty on goods he did not order 
and wishes to return; and to extend the time for return to customs custody to a 
period reasonably adequate for discovery of latent defects or those'which can only 
be ascertained by test or use. The present 30 days is not sufficient for these 
purposes, and cases of hardship to American purchasers occur frequently. 


SECTION Il. ADMINISTRATIVE EXEMPTIONS 


The present law permits customs officers to disregard differences of $1 or less 
between the estimated duties and taxes deposited on entry, and the final amount 
as ultimately liquidated. It allows collectors, in their discretion, to let persons 
entering the United States bring with them goods up to $5 in value duty free and 
to give free entry to other importations aggregating not over $1 in value. The 
purpose of these provisions is to avoid waste of customs manpower in determin- 
ing and collecting trival amounts of money. The proposed amendments would 
increase the first provision mentioned from $1 to $5, would allow persons to bring 
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with them or import by mail, up to $10, for their personal use, and would allow 
free entry up to $5 in other cases. These are apart from the exemptions allowed 
to travelers under paragraph 1798, amendment of which is proposed in section 6, 
and do not include liquor or tobacco products. The Secretary would be enabled 
to reduce these amounts if he finds it necessary to protect the revenue. The ob- 
ject of the amendment is the same as that of the original section. It is based on 
a recommendation of the McKinsey survey (Management Survey of the Bureau 
of Customs, vol. III, pp. 49-44). It is necessary in order to minimize the cost of 
administering the customs service. 


SECTION 12. INTERNATIONAL TRAFFIC AND RESCUE WORK 


This section would add a new section, 322, to the Tariff Act of 1930, to grant 
explicitly to international traffic the customary and usual exceptions from cus- 
toms requirements, now recognized implicitly by the first parenthetical matter 
in section 308 (5) of the Tariff Act of 1930, as amended (U.S. C., 1946 ed., title 
19, see. 1308 (5)). The customary exeeptions are outlined beginning on page 
174 of United States [Import Duties (1950). It would also permit the free entry 
of search, rescue, and salvage aircraft, as required by annex 9 of the [CAO Con- 
vention, and the temporary admission of equipment and supplies for fire fighting 
and disaster relief. 

SECTION 13, VALUE 


The present section 402 of the Tariff Act of 1930 (U.S. C., 1946 ed., title 19, 
sec. 1402) tells how appraisers shall determine the value of imported merchandise 
for the purpose of assessing ad valorem duties. Briefly, it provides that the 
“foreign value”’ or the “export value’’ shall be used, whichever is the higher, but 
that if neither of these can be ascertained, then the ‘‘United States value,” and 
if that also is unascertainable, then the ‘‘cost of production,” in a few special 
cases, the rate of duty is to be based upon the ‘‘American selling price.”’” Decisions 
of the appraiser are reviewable in the Customs Court. The statute then goes on 
to define the “foreign value” as the market value or price at the time of exportation 
to the United States “at which such or similar merchandise is freely offered for 
sale for home consumption to all purchasers * * * in the usual wholesale 
quantities and in the ordinary course of trade * * *.”’ Other costs, charges, 
and expenses incident to placing the merchandise ready for shipment are also 
to be added. The “export value’’ is the price at which the merchandise is freely 
offered for sale to all purchasers in the usual wholesale quantities and in the ordi- 
nary course of trade for exportation to the United States, with the same charges 
added. The ‘United States value”’ is the freely offered price in the United States 
which is available to all purchasers, in the usual wholesale quantities and in the 
ordinary course of trade, with allowance for duty and other expenses, a commission 
not exceeding 6 percent, if any has been paid, and allowance for profit not to 
exceed 8 percent. The “cost of production” is defined as the sum of four items: 
(1) Cost of materials and fabrication or manipulation; (2) the usual general ex- 
penses not less than 10 percent; (3) the cost of containers and coverings and other 
incidental costs and charges; and (4) additions for general expenses and profit 
not less than 8 percent each. The ‘American selling price’’ of an article manu- 
factured or produced in the United States is the price at which the article is freely 
offered for sale for domestic consumption to all purchasers. 

The proposed amendments would effect the following changes in the law as 
above stated: 

(1) Eliminate the use of “foreign value” and “American selling price’ and make 
the “export value” the preferred method of valuation if it can be ascertained. 

(2) If neither “export value’ nor ‘“‘United States value’’ can be ascertained, 
appraisement is to be made on ‘comparative value’ before resort is had to ‘‘cost 
of production,”’ which term is changed by this section to ‘‘constructed value,” a 
more descriptive term. 

(3) In determining ‘‘United States value,”’ the actual commissions, profits, and 
other deductions are to be used, not arbitrarily limited amounts. 

(4) In determining ‘‘United States value’’ of new lines in which there is no 
previously established trade, the earliest actual sales of the merchandise under- 
going appraisement or similar merchandise may be considered if made before the 
expiration of 90 days after importation. 

(5) A definition for “comparative value” is furnished which states that it is 
the equivalent of “export value’”’ ascertained or estimated from sales or offers of 
other merchandise which is comparable in construction and use with the merchan- 
dise undergoing appraisement. In the case of “constructed value” the actual 
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addition for general expenses, profit, ete., are to be used, not prescribed percent- 
ages which may exceed the actual figures. 

(6) The appraiser may use actual sales instead of offers in determining ‘export 
value,” “‘United States value,” or “comparative value.” 

(7) A definition of ‘‘freely sold or offered for sale’’ is provided for the first time. 
It will permit determination of an “export value,” ‘United States value,’’ or 
“comparative value’’ on the basis of sales or offers which are unrestricted except 
for restrictions which are imposed or required by law, limit the resale price or 
territory, or else are trivial with respect to the value of the merchandise to the 
purchaser. The present statute has been interpreted to make a “foreign value,”’ 
“export value,” or “United States value” unascertainable when the only offers to 
be considered are subject to restrictions of the kinds stated, which are ordinary 
and usual in commerce. Furthermore, under the present law the price must be 
available to all purchasers, in disregard of the fact that commercial practice in 
many countries, including the United States, makes different and lower prices 
available to wholesalers. 

(8) The proposed bill goes on to provide definitions for the words “ordinary 
course of trade,’’ ‘‘purchasers at wholesale,” and “such or similar merchandise.” 

(9) It also defines ‘‘usual wholesale quantities” in such a manner as to mean the 
quantities in which the greatest aggregate quantity of the merchandise is sold, 
whereas under the present law the usual wholesale quantity is the quantity in 
which the largest number of individual transactions occur. 

(10) Certain references to the customs appraisers, and to appeals to reappraise- 
ment in the Customs Court, are eliminated for conciseness. No change in the 
functions of appraisers or court is effected, since these are provided for elsewhere 
in the Tariff Act. 

The purposes of these amendinents are (1) to eliminate unnecessary expense and 
delay in the appraisement of merchandise and thus to achieve greater adminis- 
trative efficiency, and (2) to provide a system for all customs valuation which will 
be commercially realistic and equitabie and will not require arbitrary and un- 
reasonable additions to the ordinary value of some imported merchandise. These 
purposes will be taken up in their order. 

With respect to the first object of the amendments, the elimination of cumber- 
some administrative procedure, expense, and delay, it may be said that under the 
present law a principal source of expense and delay in administration is the neces- 
sity of determining economic facts and conditions in a foreign country which may 
or may not be known to the importer of the merchandise, and, if known, may or 
may not be truthfully reported by him. Elimination of ‘‘foreign value’? and the 
substitution of “export value’’ as the preferred method will mean that value will 
depend primarily upon transactions in the United States import trade which 
should be known or readily ascertainable to importers and customs officers. At 
present, the added expense might be argued to be justified by added revenue, in 
that the values, and therefore the duties, are artificially enhanced on the foreign- 
value basis by reason of the possible inclusion of interna! taxes in the country of 
origin and the consideration of transactions in smal! quantities in the country of 
orizin as the “usual wholesale quantities.” 

However, there exists some difference of opinion as to what internal taxes are 
required to be included by present law. In any event, if we conform to the 
general agreement, the difference in average result reached by the use of “foreign 
value”’ would not be sufficiently great to justify the added administrative expense, 
and in any case the difference would not be great in view of recent judicial deci- 
sions which have eliminated many foreign taxes. For this reason, the McKinsey 
survey has strongiy recommended the elimination of “foreign value,”’ simply to 
secure better efficiency at less cost (Management Survey of the Bureau of Customs, 
vol. IV, p. 29). Furthermore, the use of “cost of production” or ‘“‘constructed 
value”’ as the final residual method needs not only information as to the economic 
conditions in the country of origin, but also a type of cost accounting which is 
difficult to accomplish even in the United States, where cost accounting is carried 
to much greater refinement than in most foreign countries. It is common knowl- 
edge among accountants that when any manufacturer produces two or more 
products, it is impossible to determine with any exactness the cost of making any 
particular product because the allocation of labor costs, overhead, etc., depends 
on a more or less informed estimate. These observations are doubly true of the 
determination of costs in a foreign country. While it is not possible to eliminate 
this method of valuation altogether, because there will be times when no other is 
available, the draft bill would restrict its use very narrowly, since it would make 
it possible for appraisers to estimate the “comparative value’? from comparable 
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merchandise in many cases which now must go to “cost of production.” The 
bill therefore would accomplish the maximum possible limitation in the use of 
“eost of production,” or “constructed value’’ with consequent great saving in 
time and customs manpower. 

The next great object of this amendment is to produce a system of valuation 
which is fair and equitable and does not produce arbitrary and fictitious results. 
Entirely apart from questions of administrative expense and efficiency, the Trea- 
sury Department believes that in any system of ad valorem taxation, the value 
used should be the true value, the market value when the merchandise has a market, 
and not an arbitary or fictitious value. This standard the present section 402 
does not always meet. 

The use of ‘foreign value”’ discriminates against small countries such as Norway 
and the Netherlands, where the home market is small and consequently the usual 
wholesale quantities are small quantities. For this reason, under the present 
law, merchandise purchased in Norway or the Netherlands for export to the 
United States may be given a higher value for customs purposes than identical 
merchandise purchased at an identical price in a larger country. Furthermore, 
the fact that a price, to be considered, must be one available to ‘‘all purchasers’’ 
instead of to all wholesalers, and a number of other provisions already analyzed, 
tend to force up the value for customs purposes. If ‘United States value’’ is 
used, the deductions allowed may be insufficient to produce a true value, and if 
the appraisement is based on the “‘ecost of production” there may be excessive 
additions to it required. In general, ‘‘econstructed value”’ or ‘‘cost of production”’ 
is not value, and a figure obtained by the statutory formula may be greatly in 
excess of the true value, or less than the true value. At present, there is a certain 
amount of jockeving by experienced importers to bring the valuation of their 
imports under the statutory formula most favorable to them. Ideally, each 
formula should lead to the same result, and while this may not always happen in 
practice, at least the statute as amended will be much closer to it. 

Article VII, paragraph 1 of the general agreement provides that the members 
recognize the validity of certain general principles of valuation and undertake to 
give effect to these principles as soon as practicable. Article VII, paragraph 2 
goes on to provide that the value for customs purposes shall be based on the 
actual value of the imported merchandise or like merchandise, and not on the 
value of merchandise of national origin or on arbitrary or fictitious values. The 
continued use of ‘American selling price’”’ for the appraisement of anv merchandise 
would not comply with this provision. The continuance of the arbitrary restric- 
tions on deductions in the present statutory definition of ‘‘ United States value,” 
and the arbitrary requirement that certain mark-ups be added in the case of ‘cost 
of production,” would be to perpetuate an arbitrary or fictitious value. The 
agreement goes on to provide that the actual value must be based on sales or 
offers under fully competitive conditions, and that to the extent that the price 
of merchandise is governed by the quantity in which it is sold, the price to be 
considered for customs purposes must uniformly be related to quantities which 
either are comparable to those of the shipment under consideration or else not 
less favorable to importers than those at which the greatest volume of the mer- 
chandise is sold in the trade between the countries of exportation and importation. 
The existing law is out of line with this provision in that it frequently requires 
that the value of a shipment of imported merchandise be determined with respect 
to the price at which a lesser quantity is sold in the country of exportation. 
The agreement goes on to say that when the actual value is not ascertainable, the 
value for customs purposes shall be based on the nearest ascertainable equivalent 
to such value. It provides that the value for customs purposes shall not include 
the amount of any internal tax applicable within the country of origin or export, 
from which the imported product has been exempted. The present section 402 
does not comply with this in that it may require certain internal taxes in the 
country of origin to be ineluded in “foreign value,”’ although exported merchandise 
is exempted from such taxes. After certain other provisions respecting currency 
conversion, the agreement goes on to provide that the bases and methods for 
determining value shall be stable and shall be given sufficient publicity to enable 
traders to estimate with a reasonable degree of certainty, the value for customs 
purposes. The proposed section 13 is in line with the agreement in all respects, 
although the agreement is not the source of the ideas as to a proper method of 
valuation, which the amendment reflects. 
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SECTION 14. VALUE NOT TO RE BASED ON AMERICAN SELLING PRICE 


Since section 13 would provide a uniform method of customs valuation, elim- 
inating the definition of “‘American selling price’’ in section 402 (g) of the present 
act, this section takes up the task of providing equivalent rates to produce a 
degree of protection not less than that afforded by the use of ‘‘American selling 
price’ when now required under paragraphs 27 and 28, Tariff Act of 1930 (U.S. C., 
1946 edition, title 19, sec. 1001, pars. 27, 28), for various coal-tar products of the 
chemical industry and for certain other products to which ‘‘American selling price”’ 
has been applied by proclamations made under section 336, Tariff Act of 1930 
(U.S. C., 1946 edition, title 19, sec. 1336). 

Under this wording of section 14 two main features are involved: 

(1) The Tariff Commission would proceed forthwith (though considerable time 
would be required to complete the work) to ascertain the equivalent rates which 
which would be applicable to the various classes of imported articles which are 
competitive at the time they are entered for consumption. 

(2) The Treasury Department would maintain a list, to be kept current at all 
times, of imported articles which are competitive, and as any additional article 
became competitive by the development of its production in the United States, 
it would be added to the list and would thereupon become subject to duty at the 
rate applicable to competitive articles of the class in which it falls. 

This section would also repeal parts of paragraphs 27 and 28, which require the 
use of “American selling price,” for various coal-tar products, and paragraphs 
(b) and (j) of section 336, Tariff Act of 1930 (U.S. C., 1946 edition, title 19, sec. 
1336), which authorize the President in certain cases to prescribe ‘American 
selling price’ as the basis of ad valorem duties on articles other than coal-tar 
products. This authority has been exercised with respect to a few products. 


SECTION 15. SIGNING AND DELIVERY OF MANIFESTS 


Existing law relating to the entry and clearance of vessels is applied to aircraft 
from noncontiguous countries. This is a convenience in most respects but is 
inconvenient in some, as the pilot of a plane cannot readily perform some of the 
functions of the master of aship. This section would permit the authorized agent 
of an air carrier to be responsible for signing and delivering the plane’s manifest, 
instead of the pilot, and is consistent with annex 9 of the ICAO Convention. 


SECTION 16, CERTIFIED INVOICES AND INFORMAL ENTRIES 


The present law authorizes the Secretary of the Treasury to permit informal! 
entries up to $100 in value. These are prepared by customs officers and certified 
invoices are not required, and thus is avoided what would otherwise be a dis- 
sroportionately complex and cumbersome procedure for small-value importations. 
rhe proposed amendment would increase the figure to $250, which roughly equals 
the value of $100 at the time this procedure was first authorized by Congress. 
This amendment is based on a recommendation of the McKinsey survey (Manage- 
ment Survey of the Bureau of Customs, vol. III, pp. 19-20). The amendment to 
section 482 (a) of the Tariff Act of 1930 (U. S. C., 1946 edition, title 19, see. 
1482 (a)) would make certified invoices unnecessary when the informal entry is 
permitted. 


SECTION 17. AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION 


Subsection (a) of this amendment would eliminate the present law which 
authorizes amendment of entries to increase or decrease the entered value at any 
time before appraisement of the merchandise. Such amendments represent a 
burden of paper work on the customs service, and the McKinsey survey has 
recommended that they be done away with to reduce cost and increase efficiency 
(Management Survey of the Bureau of Customs, vol. III, p. 25). In view of the 
proposed amendments to sections 489, 501, and 503 of the Tariff Act of 1930 
(U.S. C., 1946 edition, title 19, sees. 1489, 1501, 1553), the importers will no 
longer need to amend their entries to protect their interests. 

Section 489 provides for an undervaluation duty of | percent of the final 
appraised value of the merchandise for each 1 percent that such final value exceeds 
the value as “entered” by the importer. This undervaluation duty is not a 
penalty and it cannot be remitted, except in the case of a clerical error by the 
Treasury Department, or in a case in which the Customs Court finds, on the 
basis of satisfactory evidence, that the entry of the merchandise at a less value 
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than that appraised was without intention to defraud the revenue of the United 
States or coneal facts or to deceive the appraiser. Section 489 goes on to provide 
that if the appraised value exceeds the entered value by more than 100 percent, 
the entry will be rpesumptively fraudulent, and the merchandise is to be subject 
to seizure and forfeiture. 

The proposed subsection (b) would provide that the undervaluation duty shall 
apply only in cases where there is not only an undervaluation, but also a failure 
on the part of the importer to furnish to the appraiser all information available 
to the importer at the time of entry or within a reasonable time thereafter, which 
is required by customs and is relevant value of the merchandise. 

A decision that undervaluation duties are due would be reviewable by the 
Customs Court just as any other decision of a collector as to rate or amount of 
duties. The proposed amendments further provide, however, that if the Customs 
Court finds that the undervaluation of the merchandise was without any culpable 
negligence or intent to deceive the appraiser or defraud the revenue, it may grant 
relief even if information was withheld. The proposed amendment would further 
provide for deletion of the presumption of fraud and requirement of seizure in the 
case of 100 percent undervaluation, but partly in lieu thereof it would remove the 
ceiling of 75 percent now prescribed for the amount of the undervaluation duty. 

Subsection (c) would amend section 501 of the present act to require additional 
notices of appraisement. Under present law, notice is given only if the appraiser 
“advances” the entered value, and amendments to entries are at times necessary 
to assure that notice will be given. 

The amendment proposed to section 503 by subsection (d) is a companion to the 
preceding subsections and should be considered with them. Sections 489 and 503 
of the present law, taken together, constitute a ‘‘heads I win, tails you lose’’ rule 
under which the importer is told to guess the final appraised value at his peril, 
subjecting himself to an undervaluation duty if he fixes too low a figure, and if to 
be on the safe side he fixes it too high, he can take no benefit from the final ap- 
praisement. 

The amendment would do away with this anomaly, and is also necessary to 
make the proposed change in section 487 (abolishing the amendment of entries) 

ssible without unfairness to importers. It is based on a recommendation of the 
McKinsey survey: ‘‘We recommend that the law be changed to authorize use by 
the collector of the appraiser’s final value for duty purposes in all cases when the 
appraiser finds no attempt to conceal or misrepresent information (Management 
Survey of the Bureau of Customs, vol. IV, p. 34). 

It is apparent that if importers were not required to set a value on their mer- 
chandise, the task of the appraisers would be much more difficult and the adminis- 
trative expense of enforcing the customs laws much higher. However, the task 
of the importer is a difficult one in the light of the fact that the legal questions to 
be decided in determining value for customs purposes are many and complex, and 
differences of opinion are frequent, while the facts which must be considered in 
determining customs value are frequently not known to the importer and cannot 
be ascertained by him. ‘The amendments to section 402 of the Tariff Act of 1930, 
proposed in section 13, if adopted, will facilitate the importer’s task as well as the 
appraiser’s, but it will remain a difficult one. It is not reasonable or fair for the 
importer to be penalized for assessing his property at a different figure from that 
ultimately assigned by the appraiser if the importer has acted in good faith and 
furnished all information in his possession and reasonably available to him. 
Instances of sclf-assessment are common in our tax laws—one familiar to every- 
one is the income tax—but there are few other instances, if any, where a taxpaver 
who is in all respects truthful and frank is penalized because he assesses himself at 
a lower figure than the one ultimately determined to be correct. 

The right of amendment granted under section 487 was originally contrived to 
relieve the harshness of this law. Under section 14.4 of the Customs Regulations 
of 1943, a mitigating procedure has been devised which works as follows: The 
importer may at the time of his entry submit a “request for value information.” 
If he does so, and if the appraiser is satisfied that the importer has done everything 
in his power to furnish all pertinent information as to value, the appraiser in his 
turn may intimate to the importer his judgment as to the value of the merchandise 
before he actually completes the appraisement. Then the importer, if he accepts 
the appraiser's judgment and does not desire to litigate, may amend his entry 
under section 487 to the amount furnished him by the appraiser, and thus avoid 
the undervaluation duty. 

This procedure is undesirable for several reasons: (a) It is cumbersome and 
roundabout and involves excessive paper work. (5b) There is excessive danger 
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that the importer will lose his right to amend and subject himself to undervaluation 
duties by reason of inadvertent mistake on his own part or the appraiser’s, 
which is not culpable; this happens not infrequently in actual practice. (c) There 
is no standard to govern the appraiser’s demands upon the importer for informa- 
tion, and no means of review provided in case the appraiser deems that the 
importer’s cooperation is unsatisfactory and accordingly decides to withhold 
“value information’? from him; different appraisers may have very different 
judgments as to what constitutes adequate cooperation, and the importer (or, as 
a practical matter, the broker) is very much at the appraiser’s mercy. 

The Treasury Department believes that the appraisers have employed their 
power in a fair and reasonable manner, and that few legitimate occasions for 
complaint have occurred. However, it believes that for permanent legislation 
and in the interests of the appraisers themselves, it would be better for the facts 
which determine whether or not the undervaluation duty will accrue to be all alike 
subject to review and redetermination, and that the appraiser should have final 
authority only in the field of appraisement, not in determining issues such as 
negligence and good faith. 

Another method of mitigating the undervaluation duties under the present 
section 489 is by petition to the Customs Court. The Treasury Department 
believes that such appeals are fairly satisfactory in their ultimate result, but 
they are costly and time consuming. Under present law, many cases have to go 
to the Customs Court and overburden the docket of that court, when there is 
no actual controversy whatsoever. Under the proposed amendment, the Customs 
Court will continue to receive cases in which there is a bona fide issue of fact or law 
whether the importer or his agent has furnished all information in his possession 
or available to him, and if he has failed in this, whether his failure was due to 
culpable negligence, intention to conceal or misrepresent the facts of the case, or to 
deceive the appraiser as to value. It will not receive cases when the appraiser 
can readily determine that the importer did furnish all information in his posession. 
Thus its docket will not be clogged with needless appeals. 

The presumption of fraud in cases of 100-percent undervaluation is arbitrary and 
unreasonable and should be repealed. In the cases of actual fraud the under- 
valuation is usually less than 100 percent. The cases involving undervaluation 
of 100 percent or more are generally those where the importer’s judgment differs 
from that of the appraiser as to the standard of value which is legallv applicable, 
particularly when the disagreement involves ‘‘American selling price.’’ In such 
a case, under present law, the forfeiture can be remitted, but the collector must 
first go through the formality of seizing every article in the package which con- 
tained the article which was undervalued 100 percent or more, and the owner must 
file an appropriate petition with the Secretary of the Treasury, all to the needless 
multiplication of expense and paper work. 

The complex procedure which arises out of section 489 in its present form, and 
the heavy penalties and costs that may be innocently incurred in connection 
therewith, are a psychological barrier to international trade in that persons un- 
familiar with customs procedures are rendered fearful of encountering them, and 
deterred from entering into the business of exporting to the United States. It is, 
therefore, not an answer to the belief that reform is needed, that experienced 
importers know how to minimize their losses under section 489 to an acceptable 
figure. 

The amendment to section 503 will permit the appraised value te be used when 
it is lower than the entered value, and thus eliminate any necessity of amending 
the entered value in this case also. 

The Treasury Department, in sponsoring these provisions, has not overlooked 
the importance of obtaining the fullest disclosure of value information from 
importers. As already stated, it is recognized that, without this, administration 
of the customs laws would become an impossibility without great inereases in 
administrative costs and inordinate delays. It is practically a necessity that the 
consequences of furnishing incomplete or inaccurate information shall be suffi- 
ciently serious so that the pecuniary interest of the importer is on the side of 
making it complete and truthful. However, as between the mere figure hit upon 
by the importer for self-assessment, and the underlying data wuich supports or 
refutes this figure, obviously the latter is the more important. The existing law 
and procedure recognize this, in that the importer who has underassessed himself 
can nevertheless escape the undervaluation duty by getting value information 
from the appraiser and amending under section 487. Under the proposed bill, 
a failure to cooperate which would previously have led the appraiser to withhold 
value information will now lead him to report to the collector that undervaluation 
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duties may be applicable. The importer will be in serious difficulties unless he 
has furnished complete and truthful information. Any needless undervaluation 
will also be a needless risk; consequently, the percentage of cases where the 
entered value is lower than the appraised value should not be higher than at pres- 
ent. Those that do occur will reflect situations in which the importer is uncertain 
as to the facts or differs with the appraiser as to the law; cases in which he should 
be given a fair run for his money without unreasonable handicaps. To obtain 
his cooperation, it is not necessary that the power to impose substantial penalties 
and costs should rest in subordinate officials without reconsideration or review 
by anyone, which is the practical fact of the present system. 

To summarize, the purpose of this section is to increase the efficiency of the 
customs service by eliminating useless paper work, to provide a system which will 
secure truthful and complete value information from importers without imposin g 
arbitrary and unreasonable penalties and excessive costs, and to increase the 
foreign trade of the United States by removing unnecessary barriers to such trade. 
These provisions are believed to be adequate to meet the pertinent recommenda- 
tions made to the Treasury Department by the McKinsey Management Survey 
of the Bureau of Customs (vol. 1V, p. 34), by the United States Associates of the 
International Chamber of Commerce, the National Council of Americau Importers, 
and many others. 


SECTION 18. COMMINCLED MERCHANDISE 


Section 508 of the Tariff Act of 1930 (U. S. C., 1946 ed., title 19, see. 1508) 
provides that where dutiable merchandise and merchandise which is free of duty 
or merchandise subject to different rates of duty are so packed together or mingled 
that the quantity of each class cannot be determined, the whole of such merchandise 
shall be subject to the highest rate of duty applicable to any part thereof, unless 
the importer or consignee shall segregate such merchandise at bis own risk and 
expense under customs supervision within 10 days after entry thereof. 

rhe proposed amendment to section 508 would continue the application of the 
highest rate of duty on commingled merchandise and enumerates the means by 
which the customs officer shall try to determine the quantity or value of each class 
of merchandise. The amendment would extend the period during which the 
segregation must be accomplished to 20 days after the date of personal delivery 
or mailing of written notice to the consignee that the merchandise is commingled. 
The proposed amendment would except from the operation of this section any 
part of this shipment when the collector is satisfied by proof furnished by the con- 
signee or bis agent that such part is commercially negligible, is not capable of seg- 
regation without excessive cost, will not be segregated prior to its use in a manu- 
facturing process or otherwise, and that the commingling was not intended to 
avoid the payment of lawful duties. Any merchandise meeting all these conditions 
shall be considered subject to the next lower rate of duty (ineluding a free rate of 
duty) applicable to the merchandise with which it is commingled. Application of 
the present section 508, lacking this exception, has resulted in unreasonable hard- 
ship to American concerns, a commercially negligible admixture of higher-duty 
material——for example, scrap syuthetie rubber with scrap natural rubber—having 
led to assessment of duty on the whole mass at the higher rate. 

This amendment is proposed in response to a recommendation made by Me- 
Kinsey & Co. (Management Study of the Bureau of Customs, vol. IV, p. 50.) 


SECTION 19. CORRECTION OF ERRORS AND MISTAKES 


Section 520 (ce) (1) of the Tariff Act of 1930, as amended (U.S. Code, 1946 ed., 
title 19, see. 1520 (ce) (1)), provides that notwithstanding the fact that a valid 
protest was not filed, the Secretary of the Treasury may authorize a collector to 
reliquidate an entry to correct a clerical error in any entry or liquidation which is 
discovered within | year after the date of entry of within 60 days after liquidation 
when liquidation is made more than 10 months after the date of entry. This 
provision is made necessary by section 514 of the same act, making liquidations 
final except where the law specifies otherwise. The proposed amendment to 
section 520 (e) (1) would extend this relief provision to cover situations involving 
clerical errors, mistakes of fact, or any other inadvertence not amounting to an 
error in the construction of a law, in any entry, liquidation, appraisement, or other 
customs transaction, when such error, mistake, or other inadvertence is adverse to 
the importer and is manifest from the record or established by written evidence. 
The present interpretation of ‘clerical error’’ is too narrow because it is interpreted 
to apply only to little more than an error by a clerk, or one in the performance of 
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clerical work. The refusal to correct patent errors causes hardship, needlessly 
injures public goodwill toward the customs service and public acceptance of the 
customs laws, and constitutes a psychological handicap to international trade. 
Moreover, it occasions the Congress having to consider private relief bills of minor 
importance involving questions that could be+handled administratively. Since 
the error must have been adverse to the importer, reopening cases to collect addi- 
tional duty would not be possible, except when it would have been under present 
law. 
The General Accounting Office has informed this Department that if asked to 
comment on this provision, it would state that in its opinion no additional right 
to reopen cases to correct errors adverse to importers should be granted, unless 
an equal right is granted to reopen cases to correct errors adverse to the Govern- 
ment. The Treasury is glad to place this view before the Congress. It raises a 
question which is entirely one of legislative policy, since the law could be ad- 
ministered either way. However, it should be pointed out that the policy of 
the present law (treating the importer and Government exactly alike so far as 
concerns the finality provisions of sec. 514) dates back only to 1930. Before that 
time the equities were regarded as unlike, and the importer was allowed cor- 
rection of errors adverse to him, when a like error adverse to the Government 
could not be corrected. This view seems far more realistic. If an importer 
makes an error in an entry document, adverse to the Government, he is subject 
to penalty under section 592, and while as a matter of policy the penalty is always 
mitigated, in the absence of fraud, a sufficient amount is left unmitigated to cover 
any duties lost by reason of the error. No penalties are prescribed against the 
Government for errors by customs officers. Hence, the importer is subject to 
another ‘“‘heads I win, tails you lose”’ situation. The right of an importer to open 
up errors adverse to him, when made by appraisers or liquidators will restore 
real equality in view of the Government’s right to correct errors adverse to it via 
the penalty route, after the finality period has run. 


SECTION 20. CONVERSION OF CURRENCY 


Section 20 would amend existing law dealing with the conversion of foreign 
currencies to bring it into line with existing realities. 

Under existing law, the values of foreign gold coins as published quarterly by 
the Treasury, are made the primary basis for the conversion of foreign currencies, 
but, in practice, this procedure has become largely meaningless. Since gold 
coinage has so largely disappeared as a significant factor in monetary systems, 
section 20 (a) would repeal this provision, and would substitute for it a new pro- 
vision to make the primary standard the par values of foreign currencies main- 
tained pursuant to the articles of agreement of the International Monetary 
Fund, to which the United States adhered pursuant to the Bretton Woods Agree- 
ments Act, the Act of Julv 31, 1945, 59 Stat. 512 (U.S. C., 1946 ed., title 22, 
sec. 286-286 1). In the case of currencies for which no fund par values are main- 
tained, and in the case of currencies with multiple rates of exchange, the existing 
procedure, followed under section 522 of the Tariff Act (U.S. C., 1946 ed., title 
31, sec. 372), as interpreted by the Supreme Court in the ease of Barr v. United 
States (3824 U.S. 83 (1945)), would be preserved, with some clarification. The 
conversions would continue to be based upon certifications by the Federal Reserve 
Bank of New York as to current market rates of exchange. Pending the estab- 
lishment of other rules, multiple rates would be applied on the basis of Federal 
Reserve bank certifications, as they have been in the past. 

Section 20 (b) would delete the requirement that the certified invoice indicate 
whether the foreign currency involved is metallic or paper. This question is 
largely meaningless today and any necessary information on currencies is pro- 
vided elsewhere in the invoice form. 


SECTION 21. CUSTOMS SUPERVISION 


The purpose of this section is to confirm and ratify existing practice in holding 
down the expense incident to customs supervision (when required) te an amount 
reasonably proportionate to the revenue interest involved. For example, section 
304 (c) of the Tariff Act of 1930, as amended (U.S. C., 1946 ed., title 19, sec. 
304 (c)), authorizes marking of impreperly marked goods after importation, but 
requires that it be done under customs supervision. It has been held that this 
requires the supervision to be direct and continouus, and if it is not, the statute 
is not complied with, Geo. S. Bush and Co., Inc. v. United States (19 Cust. Ct. 
37 (1947)); R. Haber Linen Import Co. v. United States (20 Cust. Ct. 268 (1948)). 
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Thus there is danger that excessive and disproportionate expense may be required 
to enable the importer to protect himself. 


SECTION 22. DELEGATION OF AUTHORITY 


This section has become surplusage in view of Reorganization Plan No. 26 of 
1950, prepared, issued, and made effective pursuant to the Reorganization Act 
of 1949, Public Law 109, Eighty-first Congress, first session, and it is recom- 
mended that it be deleted from the bill. 


SECTION 23. CONVERSION OF PROCESSING TAXES TO IMPORT TAXES 


Under existing law, imports of specified fats and oils and oil-bearing materials 
are subject to import taxes under sections 2490-2493 of the Internal Revenue 
Code (U. 8. C., 1946 ed., title 26, sees. 2490-2493); the law provides that these 
taxes are to be levied only on imports and that they are to be treated (with cer- 
tain exceptions) as ordinary customs duties. On the other hand, section 2470 of 
the Code (U.S. C., 1946 ed., title 26, see. 2470) k vies a tax on the first domestic 
processing of coconut oil, palm oil, and paim-kernel oil, which is legally an in- 
ternal tax although its eeonomic effect is identical to that of an import tax or 
customs duty, since substantially none of the articles to which it applies is derived 
from materials produced in the United States. 

Section 25 of this bill would simplify anc clarify this situation by transferring 
the processing taxes to the section of the Internal Revenue Code dealing with 
other import taxes on fats and oils and converting them.into import taxes and 
providing for the fixing of an equivalent import tax on the materials from which 
these oils are derived. 

As a matter of principle, it is desirable that taxes for protective purposes should 
be levied at the customs frontier and that, once imported merchandise has passed 
the customs barrier, it should not be discriminated against as compared with 
merchandise of domestic production. ‘lhis general rule of nondiscriminatory 
internal taxation for imports (‘‘national treatment’’) has been included in our 
commercial treaties and agreements for many vears. The same rule, in some- 
what broader terms, is contained in article III of the general agreement. Under 
this provision, the processing taxes imposed by section 2470 of the Internal 
Revenue Code should be either done away with or converted into import taxes 
because they discriminate in fact against imports. In its Summaries of Tariff 
Intormation the Tariff Commission points out that although the processing tax 
under section 2170 “is legally an internal tax, its economic effect is identical with 
that of a tariff duty, inasmuch as none of the articles to which it applies is derived 
from materials produced in the United States.” 

Section 23 of this bill would change the processing taxes into import taxes and, 
in the case of copra, palm nuts, and paim nut kernels, directs the Tariff Com- 
mission to determine rates which are reasonably equivalent to the existing pro- 
cessing taxes on the oils. No change in the economic burden of the tax is intended 
and the present preference in favor of coconut oil derived from Philippine materials 
will be continued by an equivalent preference in the tax on imported copra and 
coconut oil. 

It will be noted that, in providing for the equivalent rates of import taxes to 
be substituted for the processing tax, no provision is made for an import tax on 
the raw materials for producing paim oil. The reason for this omission is that 
there is no present or reasonably prospective production of palm oil in the United 
States, since it is impracticable to import the raw materials therefor. Palm oil 
is produced from a perishable part of the palm fruit which never has been, and 
is not likely to be, commercially transported to this country. 


SECTION 24. REPEAL OF DISCRIMINATION AGAINST IMPORTS IN CERTAIN 
. 
INTERNAL-REVENUE TAXES 


Section 2306 of the Internal Revenue Code (U. 8S. C., 1946 ed., title 26, sec. 
2306) imposes a tax of 15 cents per pound on imported oleomargarine, whereas 
the tax imposed by section 2301 (U.S. C., 1946 ed., title 26, sec. 2301) on domestic 
oleomargarine was repealed by section 1 of the act of March 16, 1950 (Public 
459, Sist Cong.). Accordingly, subsection (a) of section 24 provides for the 
repeal of section 2306. 

Section 2327 of the Internal Revenue Code (U.S. C., 1946 ed., title 26, see. 2327) 
imposes a tax of 15 cents per pound on imported adulterated butter, whereas the 
tax imposed by section 2321 (a) (1) (U.S. C., 1946 ed., title 26, sec. 2321 (a) (1)) 
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on domestic adulterated butter is 10 cents per pound. Subsection (b) would add 
a new section 2328 to the Internal Revenue Code providing for the levy upon all 
adulterated butter imported into the United States of a tax equal to the internal- 
revenue tax imposed in the United States upon adulterated butter of domestic 
manufacture. 

Section 2356 of the Internal Revenue Code (U. 8S. C., 1946 ed., title 26, see. 
2356) imposes a tax of 8 cents per pound on imported filled cheese, whereas the 
tax imposed by section 2351 (U.S. C., 1946 ed., title 26, sec. 2351) on the domestic 
product is | cent per pound. Subsection (c) would amend section 2356 to provide 
for the levy upon all filled cheese imported into the United States of a tax equal 
to the internal tax imposed in the United States upon such filled cheese of domestic 
manufacture. 

Section 2800 (a) (1) of the Internaé Revenue Code (U.S. C., 1946 ed., title 26, 
sec. 2800 (a) (1)) provides for the levy of a tax on all distilled spirits at the rate of 
$6 on each proof gallon or wine gallon when below proof (increased to $Y by 
section 1650). Section 2800 (a) (1) operates inequitably as between domestic 
and imported distilled spirits, since the domestic spirits are always or nearly always 
above proof at the time of tax payment while imported beverage distilled spirits 
are generally under proof at the time of importation. The result is that the tax 
is collected on the basis of proof gallons in the case of domestic spirits and on the 
basis of wine gallons in the case of underproof imported spirits. The statute has 
stood in substantially its present form since 1917, when imported spirits were 
subjected to the internal-revenue tax. 

Subsection (d) (1) would amend section 2800 (a) (1) to provide that the tax on 
distilled spirits shall be assessed on each proof gallon only. 

To provide a uniform basis, paragraph 811 of the Tariff Act of 1930 (U.S. C., 
1946 ed., title 19, see. 1001, par. 811) imposing a duty on import of spirits, is 
proposed to be amended in the same way by subsection (d) (2). It is possible that 
paragraph 813 of the Tariff Act of 1930, as amended by Public Law 612, Fightieth 
Congress (62 Stat. 344), accomplishes this without more, since it declores that 
duties on spirits shall be levied only on the quantities subject to internal revenue 
taxes. It is thought better to declare this specifically and avert litigation. 

It is understood that practically all foreign beverage distilled spirits imported 
into the United States are rectified before importation. The spirits are not, how- 
ever, subject to the rectification tax of 30 cents per proof gallon imposed by section 
2800 (a) (5) (U.S. C., 1946 ed., title 26, sec. 2800 (a) (5)). This applies te domes- 
tically rectified spirits onlv. Much of the domestically produced spirits are 
rectified spirits. The provisions of section 2800 (a) (5) thus operate inequitably 
as between domestic rectified spirits and imported spirits rectified abroad. If it 
should be decided to tax all distilled spirits on the proof-gallon basis in order to 
achieve equality in the taxation of foreign and domestic distilled spirits, then it 
would seem that imported rectified spirits should be subjected to an additional 
tax equal to the rectification tax imposed by section 2800 (a) (5). In view of the 
difficulty of determining by examination whether spirits have been subjected to 
a process of rectification the additional tax should be so imposed that the burden 
of establishing any exemption therefrom will rest upon the importer. The pro- 
posed amendment to section 2800 (a) (5) contained in subsection (ec) would add 
new language providing for the imposition of a rectification tax on imported 
distilled spirits. 

Section 2800 (a) (3) of the Internal Revenue Code (U. 8. C., 1946 ed., title 
26, see. 2800 (a) (3)) imposes a tax of 86 per wine gallon (increased to $9 by 
sec. 1650) on imported perfumes containing distilled spirits. This tax originated 
with section 300 of the Revenue Act of 1917. When this a t was passed, domestic 
perfume was made with tax-paid alcohol and as to perfume so made section 300 
was not preferential. With the advent of prohibition, the Bureau adopted the 
policy of encouraging the use of tax-free denatured alcohol in the manufacture 
of perfume and made available denatured alcohol formulas suitable for such use. 
It appears that now nearly all domestic perfume is made with denatured alcohol 
and with respect to the perfumes so made section 2800 (a) (3) does produce 
discrimination. It might seem that it would suffice to remove the discrimina- 
tion if section 2800 (a) (3) were amended to make it applicable only to perfume 
made with undenatured alcohol. However, it is believed that this would not 
be practical in view of the administrative burdens that would be created and 
the small amount of tax that would be collected. The amendment proposed by 
subsection (f) of this section would therefore repeal section 2800 (2) (3) and 
amend section 1650 to eliminate from its provisions imported perfumes contain- 
ing distilled spirits. 
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These amendments will bring the Internal Revenue Code into harmony with 
article III of the general agreement, but except for section 2800, they are not 
of importance to the revenue or to trade. 


SECTION 25. SAVING CLAUSE 


This section is intended to maintain the status quo on rights and liabilities 
already accrued under acts which would be repealed or modified by the proposed 
new law 





AMENDMENT PROPOSED BY THE TREASURY DEPARTMENT IN SeEcTION 20 oF 
H. R. 1535 


Section 20 of the above bill shall be amended by deleting the first sentence of 
subsection (d), page 36, lines 19 to 23, and substituting the following: 

“When, apart from normal variation between buying and selling rates, there 
are one or more rates of exchange in addition to the par value for any foreign 
currency listed pursuant to subsection (a), the list shall so indicate.” 


SupPpLeMENTAL ANALYsISs OF Section 20 as Prorosep To Be AMENDED 


Section 20 would make substantial changes in the procedure dealing with the 
conversion of foreign currencies for customs purposes, but the result aimed at is 
the same as under present law. The section is designed to get rid of an archaic 
statutory provision which is almost entirely useless today, to restate the rules for 
conversion in terms of international financial relationships as they exist in the 
world today, and to simplify the day-to-day computations of customs duties. 
But it maintains the principle, now well established, that commercial rates of 
exchange should govern the calculation of customs duties. 

Since 1894, the Secretary of the Treasury has been required to proclaim quar- 
terly “‘the values of the standard coins in circulation of the various nations of the 
world,”’ based upon estimates of the Director of the Mint. These proclamations 
now serve little function. Customs duties are rarely based upon these values, 
because alternative statutory provisions come into play. In 1894, when most 
countries of the world were on a gold coin standard, it made sense to calculate 
rates of exchange on the basis of the metallic content of standard coins. Today, 
this exercise makes no sense. because the gold coin standard has been generally 
abandoned. This proclaimed list has shrunk from year to year as foreign coun- 
tries do not even bother to reply to the Bureau of the Mint’s routine questionnaires 
on the legal metallic content of their coins. Section 20 would repeal this archaic 
requirement. 

he statutory provision which, in fact, has governed currency conversions in 
recent years is section 522 of the Tariff Act of 1930, which provides, in substance, 
that the Federal Reserve Bank of New York shall make daily certifications of 
commercial rates of exchange based upon market rates in New York, and that 
currency conversions for customs purposes shal] be made in accordance with these 
certifications whenever the certified rates vary by 5 percent or more from the 
metallic rates proclaimed by the Secretary of the Treasury. Since in almost 
all cases the rates certified by the bank do vary by more than 5 percent (generally 
by very much more), the effective rates used have been, for all practical purposes, 
the certified rates. Even in the few instances where the proclaimed values may 
ultimately be applied, it is still necessary to have daily certifications so that a 
comparison may be made under the 5-percent rule. Rates for foreign exchange in 
the New York market vary from day to day by very smell fractions, usually out 
in the third or fourth decimal place. As a result, customs officials must check 
their lists every day, and their computations from day to day must vary by these 
minor fractions, in order to comply with the letter of the law. We propose to 
eliminate the requirement that these trivial variations be employed in most cases. 

The proposed new text of section 522 begins at the top of page 35 of the bill. 
Subsection (a) requires the Secretary of the Treasury to keep current a published 
list of par values of foreign currencies maintained pursuant to the articles of agree- 
ment of the International Monetary Fund.' As an example of the sort of list 
contemplated, there is attached as exhibit A a list of such par values for August 1, 
1951, as we contemplate it would be issued under this provision if enacted. This 





1 as Choirman of the National Advisory Council on Internstionel Monetory and Financial Problems, 
established pursnant to the Bretton Woods Agreements Act (approved July 31, 1945), the Secretary of the 
Treasury has primary responsibility in the Government for relationships with the fund. 
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list would be amended, from time to time, as changesoccur. Under these articles, 
each member country is required to maintain exchange rates within its territories 
within 1 percent of parity, in the case of spot exchange transactions. Thus, the 
members of the Monetary Fund are required by their international obligations to 
maintain their accepted par values, and the use of such parities would therefore 
be entirely consistent with the objective of securing true commercial values. In 
fact, commercial rates of exchange are maintained in accordance with the fund 
articles for most of the countries. However, some countries maintain multiple 
rates of exchange. These cases are dealt with specially by subsection (d) of the 
proposed section 522, and will be discussed later in this presentation. However, 
if we take the countries which maintain accepted par values under the I. M. F., 
and which do not have multiple rates of exchange, and compare their par values 
with the commercial rates of exchange certified by the Federal Reserve Bank of 
New York under the existing provisions of section 522 during the past fiscal vear, 
we see that in every case the Federal Reserve bank certifications have been within 
the permissible range of 1 percent either way from the fund par values. Exhibit 
B is a table showing these par values and the range of Federal Reserve bank 
certifications during the past fiscal vear. By comparing the par value column 
of the table with the other columns, it can be seen that the effect of the proposed 
amendment would be to simplify the computation of customs duties on imports 
from this list of countries covering a major share of United States imports, and 
no computation would be affected by more than 1 percent. 

Subsection (b) deals with currencies for which there is no fund par value, i. e., 
the currencies of countries which are not members of the fund, and of countries 
which, while members of the fund, do not maintain a par value pursuant to the 
fund agreement. For these currencies, subsection (b) would maintain the present 
arrangement. Subsection (b) is very much the same as United States Code, 
title 31, section 372 (c). The changes made are in such matters of detail as 
taking account of the fact that banks may close generally on Saturdays as well as 
Sundays and holidays, and recognizing that the Federal Reserve Bank of New 
York may at times find it necessary to calculate rates of exchange from trans- 
actions in foreign markets, such as Zurich, when there are no quotations for the 
day available for New York. Basically, this subsection maintains the present 
arrangements for currencies for which we cannot look to an accepted par value. 

Subsection (c) makes explicit @ practice which has been followed for many 
years, as a result of the decision of the Supreme Court in Barr v. United States 
(1945), (324 U. S. 83). It recognizes that certain foreign currencies are subject 
to multiple rates of exchange, and permits multiple certification and the applica- 
tion of the rate among those certified which reflects the commercial value of the 
foreign currency as related to the import in question. Subsection (c) is applicable 
only to the currencies covered by subsection (b), i. e., those for which there is 
no accepted fund par value. 

Subsection (d) deals with the case of multiple rates of exchange for currencies 
which have an established fund par value. In such cases, the subsection would 
require the Secretary of the Treasury, in publishing the list of par values pursuant 
to subsection (a), to identify the currencies in the list which also have one or 
more other rates of exchange applicable to exports. In the list attached as 
exhibit A, certain of the currencies are marked with asterisks. These are the 
currencies for which additional rates of exchange are maintained. The second 
sentence authorizes the Secretary to issue regulations in conformity with any 
future international agreements relating to multiple-rate currencies. Under the 
third sentence, the currencies which are so designated by an asterisk would be 
handled in exactly the same way as multiple-rate currencies under subsection (c), 
except that the Federal Reserve bank would be relieved of the necessity of certify- 
ing the trivial decimal variations of the par value itself. ‘The bank would continue 
to certify the additional rates of exchanze, and they would continue to be applied 
as they afe today in accordance with subsection (ce). 

In the discussion of subsection (a), we pointed out that, in fact, fund par values 
are maintained in international trade, and that Federal Reserve bank certified 
rates have been within the permitted 1 percent range of parity, except where 
multiple rates are involved. Nevertheless, as multiple rates do exist in a number 
of cases, we should not bind ourselves to a rigid provision which does not permit 
taking account of situations which exist or may arise. With this in mind, we 
propose to the committee that the first sentence of subsection (d) be revised to 
read: 

When, apart from normal variation between buying and selling rates, 
there are one or more rates of exchange in addition to the par value for any 
foreign currency listed pursuant to subsection (a), the list shall so indicate. 
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This change would serve to bring Federal Reserve bank certified rates into play 
if market rates, despite the obligations of the fund articles, diverge from parity. 
Moreover, it would also avoid requiring the Secretary of the Treasury to make a 
definitive pronouncement as to the consistency or inconsistency of a multiple-rate 
system with the fund articles, at a time, for example, when the issue may be under 
discussion in the fund. 

As an incidental change to the elimination of proclaimed value, section 20 (b) 
of the bill (appearing on p. 37, lines 12 to 15) would delete the statutory require- 
ment that invoices shall state “the kind of currency, whether gold, silver or paper.”’ 
Under present monetary conditions a statutory requirement of this kind is un- 
necessary and largely meaningless. Such currency information as is necessary 
on the invoice for customs purposes can be obtained without resort to this statutory 
provision. 

Exutpir A 


Par values of foreign currencies published and kept current by the Secretary of the 
7) 


Treasury pursuant to sec. 522 (a) and (d), Tariff Act of 1930, as amended 


[Currencies to which sec. 522 (d) of the Tariff Act is applicable are indicated by asterisks} 


United States 
Country Currency unit cents per cur- 
rency unit 


Australia... . Pound... 224. 0000 
Belgiur France 2. 0000 
Bolivia* Boliviano... 1. (867 
Brazil Cruzeiro = 5. 40541 
Chile* Peso. c ‘ wii 3. 22581 
Columbia*. = Peso... | 51. 2825 
Costa Rica. : Colon 17. 8094 
Cuba Peso... 100. 0000 
Czechoslovakia Koruna. . 2. 0000 
Denmark Krone 14. 4778 
Dominican Republic Peso_. 100. 0000 
Ecuador* Sucre ‘ 6. 66667 
Egypt Pound 287. 1560 
El! Salvador Colon 410. 0000 
Ethiopia Dollar 40. 2500 
Finland Markka " 434783 
Guatemala. . Quetzal. . 100. 0000 
Honduras Lempira 50. 0000 
Iceland Krona 6. 14036 
India Rupee... 21. 0000 
Iran’ Rial 3. 1007S 
Iraq Dinar 280. 0000 
Lebanon * Pound. . 45. 68130 
Luxemburg , Frane 2 0000 
Mexico Pes 11. 5607 
Netherland Guilder 26. 3158 
Nicaragua’* Cordoba 20. 0000 
Norway... Krone 14. 0000 
Pakistan Rupee ‘ 30. 2250 
Panama Balboa 100, 0000 
Paracuay* Guarani 16. 6667 
Philippines Peso 50. 0000 
Syria* = 4 Pound 45. 63130 
Turkey Lira 85. 7143 
Union of South Africa Pound 280. 0000 
United Kingdom 7” do p 280. 0000 
Venezuela’. ‘inl Bolivar... , j 29. S507 
Yugoslavia a e Dinar 2. 0000 
NONMETROPOLITAN AREAS 
Belgian Congo Franc 2. 0000 
French possessions in India Rupee 21. 0000 
French Somaliland Djibouti france 4435 
Hong Kong* Dollar 17. 5000 
Netherlands Antilles... Guilder. . 53. 0264 
Netherlands Surinam ‘ done — - : 33. 0204 
United Kingdom: 
Barbados, British Guiana, Trinidad British West Indies dollar 58, 2333 
British Honduras. . : Dollar _.. 70. 0000 
British North Borneo, Malaya, Sarawak... do 32 “a7 
Fiji Pound 252. 2520 
Gambia, Gold Coast, Nigeria, Sierra Leone, do 280). 0000 
Northern Rhodesia, Nyasaland, Southern 
Rhodesia, Bahamas, Bermuda, Cyprus, Falk- | 
land Islands, Gibraltar, Jamaica, Malta. 
Kenya, Tanganyika, Uganda, Zanzibar he East African shilling. . 14. 0000 
Mauritius, Seychelles .| Rupee... iiabhinas 21. 0000 
Tonga... ; Pound..__. Penh cw ee 224. 0000 
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Exursir B 


IMF member countries currencies! (IMF par values and 
Reserve bank of New York during fiscal year 1951) 


8 


[United States cents per unit of foreign currency] 


Country Currency Par value 
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rates certified by Fed: ral 


h Low 
Metropolitan areas 
Australia. Pound 224. 000 223. 1789 22. 0079 
Belgium... France 2. 000 2. OOON3 1. 98208 
Brazil Cruzeiro 5. 40541 5. 44060 5. 44060 
Costa Rica ( — 17, S004 17. S571 7. 852 
Cuba... - Pe 100. 800 : 2 
Czechoslovakia Reema 2. OO 2. 00600 2 00600 
Denmark - . Krone 14.4778 14. 4988 14.4742 
Dominican Republic Peso 100. 000 2 
Egypt... Pound 287. 15t 286. 9796 26). GTO 
FE] Salvador Colon 40. 000 
Ethiopia Dollar 40. 250) 410. 3226 40, 322 
Finland Markka 14783 
(juatemala Quetzal 100, (4M 
Honduras Lempira 50. 000 
Iceland Krona 6. 14086 (2 
India Rupes 21. 000 “0. S77 20. 8700 
Iraq Dinar 280. 000 279. 4454 27 4 
Luxemburg anc 2. 000 
Mexico Peso 11. 07 11, 5606 
Netherlands iuilder 26. 3158 25. 2800 
Norway Krone 14.000 14 54 
Pakistan. Rupee 10. 2250 30. 1500 
Panama Balboa 00. 000 Q9 O37 
Philippine Reupblic. Peso 50. 000 10. #250 
Turkey Lira 5. 7143 5. Tile 
Union of South Africa Pound 260. 000 278. 3750 
United Kingdom 1o 280. 000 279. 8750 
Yugoslavia Dinat 000 52 
Nonmetrepolitan areas 
Belgian Congo Fran 2. 000 1, SY9C 1. GOSH6 
French possessions in India Rupee 21. 000 
French Somaliland Djibouti franc $5435 
Netherlands Antilles Guil 4 52 619 re 6193 
Netherlands Guiana —_ 
United Kingdom dependencies 
Antigua ) 57. 9791 7. 9791 
Barbados | ; & O00 ee OO) 
British Guiana ‘British West Indies dollar 58 3333 58. 0000 58. 0000 
Dominica | AS. OOO0 Ba. 0000 
Trinidad L 58. 0000 5S 000 
British Honduras Dollar 70. 000 70. 000 70. 000 
British North Borneo ) 
Malaya and Singapor ; Straits Settlements dollar 32. 6667 2. 8500 32. S000 
Sarawak } | 
Fiji Pound 252. 252 : 3 
Gambia , 
Gold Coast tritish West Africa pound 280. 000 278. 3237 78. 3237 
Nigeria hi 
Sierra Leone | 
Northern Rhodesia g | | 
M yasaland »Southern Rhodesia pound 80. 000 | 8.7500 | 278.7500 
Southern Rhodesia | | | j 
— My imaica pound 280. 000 981.2500 | 281. 2500 
Bermuda | | 
. yprus ( 3 
Falkland Islands ts ound 250. OO 
Gibraltar | 
Malta do 280. 000 |} 279.187 279. S875 
Kenya | 
ae me ;East African shillin 14. 000 13. 9734 13. 9562 
Uganda 
Zanzibar j 
Mauritius - 
Sevehelles j Rupe a1. G0 
longa Pound 224. 000 
The list does not include countries having a par value and an additional rate or rates of exchange. 
? No certification given during fiscal year 1941 
The par velue of the Finnish markka was not established by the IM F until Jane 28, 1951. There have 
been no published Federal Reserve Board New York certifications of rates for the Finnish markka for the 


remainder of fiscal year 1951 since that date. 
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AMENDMENT PROPOSED BY THE TREASURY DeEPARTMENT—VERIFICATION OF 
DocuMENTS 


Sec. —. Section 486 of the Tariff Act of 1930 (U.S. C., 1946 ed., title 19, sec. 
1486) is amended by thanging the caption to read “Administration of Oaths— 
Verification of Documd¢nts” and by adding at the end thereof the following new 
subsection: 

“(d) The Secretary of the Treasury may by regulation prescribe that any 
document required by any law administered by the Customs Service to be under 
oath may be verified by a written declaration in such form as he shall prescribe, 
such declaration to be in lieu of the oath otherwise required.”’ 

The proposed amendment to section 486 of the Tariff Act of 1930 (U.S. C., 
1946 ed., title 19, sec. 1486) would authorize the Secretary of the Treasury to 
permit by regulation all documents required in the administration of laws by the 
Customs Service to be verified by a written declaration in lieu of the oath now 
required by law. The requirement of an oath on many documents sometimes 
amounts to an unnecessary burden on importers and the written declaration under 

snalty of perjury would provide an adequate safeguard. The Secretary of the 

reasury already has such authority with reference to documents required under 
any provision of the internal revenue laws. See United States Code, 1946 edition, 
supplement IV, title 26, section 3809(c). 

The Cuarrman. As I indicated, it is my understanding, this bill 
relates solely to the simplification of certain procedures in administer- 
ing the customs laws, and does not contemplate a change in tariff 
rates. 

Mr. Reep. Wait just a moment; I am not so sure about that. I 
think I would like to ask, with your permission, one or two short 
questions of Mr. Graham. 


STATEMENTS OF JOHN S. GRAHAM, ASSISTANT SECRETARY OF 
THE TREASURY; PHILIP NICHOLS, JR., ASSISTANT GENERAL 
COUNSEL; DAVID B. STRUBINGER, ACTING COMMISSIONER OF 
CUSTOMS, AND WILLIAM R. JOHNSON, ASSISTANT TO THE 
COMMISSIONER OF CUSTOMS, TREASURY DEPARTMENT 


The Cuarrman. Yes, Mr. Reed. 

Mr. Reep. Mr. Graham, does this in any way in any particular 
affect the tariff laws? 

Mr. Granam. Mr. Reed, the main purpose of this bill is to simplify 
the administrative provisions of the customs laws. 

Mr. Reep. | understand that, Mr. Graham, but I was asking if in 
the bill it does change the tariff laws at all. 

Mr. Granam. I think it is only fair to say that one of the provisions 
that we point out in the statement, which | will read, does refer to the 
distilled spirits, and if they were changed in the law that that would 
affect the amount of duty that would be collected on the imports of 
distilled spirits. And if | may cover that in my statement, I think 
that will be made clear. 

Mr. Reep. Those rates are on liquors imported? 

Mr. Grauam. Yes. 

Mr. Reep. Were they lowered at Torquay? 

Mr. Granam. Yes. 

Mr. Reep. They were lowered? 

Mr. Granam. Yes. 

Mr. Reep. Now thev lower them again in this bill? 

Mr. Grauam. The effect of this would be to reduce the rates of 
duties and taxes on them; I will touch upon that, and I believe—— 

Mr. Reep. It does not go beyond that? 
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Mr. Granam. I believe that my statement will touch on that. 

Mr. Reep. Very well. 

The CuarrMan. Do you prefer to make your main statement 
without interruption by questions, Mr. Secretary? 

Mr. Granam. If it is the pleasure of the committee, I think it 
would be a little more helpful in carrying through the continuity of 
the statement. 

The CuarrMan. The Chair feels that it would be more helpful to 
the committee for you to make your principal statement without 
interruption, and then answer any questions later. Without objec- 
tion, that will be the procedure. 

Mr. Granam. Thank you. 

The CuarrMan. You may proceed, Mr. Secretary. 

Mr. Granam. Thank you, Mr. Chairman, and members of the 
committee. 

I appreciate the opportunity which you have afforded the Treasury 
to present its views on H. R. 1535, the proposed Customs Simplifica- 
tion Act of 1951. 

H. R. 1535 is sponsored by the Treasury Department. It has to do 
with procedure in administering the customs laws and not with rates of 
duty, and it is not intended to effect any substantial change in customs 
revenue. We believe that its enactment will enable Customs to 
render improved service to the public and to reduce its own operating 
costs. We further believe that the net effect of the enactment of 
H. R. 1535 would be to remove many unnecessary restrictions on 
imports. 

Most of the provisions of H. R. 1535 relate to the commercial im- 
portation of merchandise from foreign countries. Therefore, I should 
like to mention, in layman’s language, the process which is involved 
in a commercial importation. This not only will help to identify the 
steps which must be taken by the importer and by Customs but also 
will clarify some of the terminology which is used in Customs com- 
mercial transactions. 

Let us assume that the importer has purchased merchandise in 
Europe which will require the payment of duties after it has been 
landed in the United States. Let us further assume that the mer- 
chandise is on a ship arriving at the port of New York. The master 
of the vessel has already prepared a manifest, which is a list of the 
articles of merchandise. ‘This serves as the first paper control of the 
merchandise coming into the United States. 

After the vessel arrives at New York, the importer, or a custom- 
house broker acting for him, files an entry at the customhouse. This 
entry is a list of the merchandise which the importer wants to clear 
through Customs. It contains detailed information concerning quan- 
tities, value, country of exportation and other information which will 
be needed by Customs. This entry also has the importer’s estimate of 
the amount of customs duties which will have to be paid on the mer- 
chandise. The entry clerk examines these computations and, if the 
estimated amount appears to be correct, that amount of money is col- 
lected from the importer. If obvious errors have been made in esti- 
mating the amount of duty due, the entry clerk requires the form to be 
revised and the correct estimated amount of duty is collected. On the 
basis of this entry, a permit is issued which tells the Customs employees 
on the dock which merchandise may be immediately released to the 
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importer and which packages are to be held for opening and detailed 
physical examination. Generally speaking, the numbers of packages 
to be retained for physical opening and inspection would be no more 
than 1 package out of each 10 of a similar lot. The Customs em- 
ployees check to see whether the number of packages landed from the 
vessel agrees with the number shown on the manifest and listed by the 
importer on the entry. Those packages which have not been selected 
for examination are usually immediately released to the importer, 
after their number has been verified, and go immediately into the 
course of trade. 

The packages selected for examination are, in most cases, carted 
to the appraisers’ stores. This is a building which has both office 
space and warehouse space in which the packages are opened and the 
contents are counted to see that the quantity and kind of items in- 
dicated to be contained in a particular package are actually in it. 

Many rates of duty are stated as a percentage of value, and we 
call them ad valorem duties. To assess an ad valorem duty, Customs 
must appraise, or value, the merchandise. Records have been care- 
fully kept of previous shipments of the same or similar articles. 
Through an information exchange, value information has also been 
secured from the other ports throughout the United States as to the 
values declared by importers at those ports for like items. 

In connection with the present shipment, the importer has arranged, 
through his foreign representative or the company from which he 
procured the merchandise, for an invoice. This means that the 
merchandise being exported from the foreign country has been de- 
scribed and listed and information concerning the value of the articles 
being exported is contained on the invoice. In many cases, this 
invoice is a consular invoice, which is required to be certified by an 
American consul, who makes such verification of the information as 
he considers necessary. These certified consular invoices are then 
sent to the American importer, who supplies this value information 
and any other information he has concerning value to the appraiser, 
who, in this example, is in New York. 

The valuation of merchandise is not, however, a simple process. 
Under the present law, which provisions of this bill would amend, 
there are several methods of valuing merchandise, depending on a 
large number of factors. The principal methods of valuation, how- 
ever, are foreign value, or export value, whichever is higher. This 
means that, at the present time, not only must the foreign shipper and 
the American importer furnish information concerning both values 
of merehandise, but Customs must make both determinations in order 
to value the importations at the higher of the two figures. Over- 
simplified, foreign value is the price at which the specific commodity 
is offered for sale in wholesale quantities on the home market, that is, 
in the country from which it is shipped. Similarly, the export value 
is the price at which this commodity is offered for sale in wholesale 
quantities for export to the United States. In cases where there is a 
doubt as to the correctness or sufficiency of the information available, 
a detailed investigation by Customs representatives in the foreign 
country is required. 

The appraiser reports his findings to the collector who uses them, 
together with information on quantities, weights, et cetera, to make a 
final determination of the duties owed by the importer. If, at the 
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time of entry, a larger payment was made than is finally determined 
to be due, a refund is given the importer. If, however, additional 
duties are owing the Government, collection is made from the importer 
of the increased amount. 

In the example which I have given, all went well. The importer 
did not encounter the impediments which we are trying to minimize 
and some of which will be mentioned in this statement. 

This proposed legislation is part of the over-all management 
improvement program of the Department which was instituted by 
Secretary Snyder when he became Secretary of the Treasury. Some 
members of this committee are generally familiar with this program 
from having heard the Secretary describe some of its accomplishments. 

The Secretary desired that an outside management firm of industrial 
engineers make an evaluation of the Customs Service. The Congress 
concurred, and the Eightieth Congress, first session, appropriated a 
specific sum of money for this purpose in 1947. After careful study 
the firm of McKinsey «& Co., of New York, was selected to do this 
work. In the letter of authorization the objectives of the survey 
were stated to the management firm as follows: 

To study the operations of the Bureau of Customs and the Customs Service 
with a view to promoting the efficiency of operations to the end of performing 
the duties and responsibilities with which the Customs Service is charged by law 
and in a manner that will protect the revenues and afford the greatest degree of 
service to the public. The end objective is to accomplish these results with the 
greatest degree of economy and the least possible cost to the Government. 
McKinsey & Co., after completing their study, made a report which 
stated, among other things, that “All things considered, the Customs 
Service is as well operated as the average business concern. However, 
we believe it can be improved.” The report made many suggestions 
and recommendations. For statistical purposes we considered that 
the report contained 178 recommendations. The majority of these 
recommendations, or 142 in number, were termed “administrative.” 
That is to say, the recommendations, if approved, could be placed in 
effect by order of the Secretary, or the Commissioner of Customs, as 
the case might be. On the other hand, the recommendations which 
would require changes in existing law, were termed “legislative.”’ 
There were 36 such recommendations. A steering committee was 
appointed by the then Under Secretary A. L. M. Wiggins, consisting 
of men selected from the Department, the Bureau, and the field, to 
direct the study. The report was then divided into 15 functional 
areas, and a task force leader was assigned to each area. Qualified 
people were then chosen from both the headquarters and field offices 
to assist the leader. 

A majority of the administrative proposals were accepted and put 
into effect. Some were found to be undesirable. Many required 
a partial modification of the proposal so as to be more practicable or 
workable. A box score of the administrative recommendations follows: 


EE EE END EE OO FOE EO ee 142 
Approved and in effect Sn me EL EE 2 ee ee 87 
Approved and in process of becoming effeeted__-_--~---- -- ee es eee 28 
Miscellaneous (additional funds required, ete.) _....----- aS ae en 5 
RES CS SE ne eee eaeee eee oe Mee es ee ee 22 


With respect to the 36 legislative proposals, two of these have 
become effective due to legislative enactment since the time of 
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receiving the McKinsey report. Existing laws permit accomplishment 
of the objectives of a third recommendation. It was decided not to 
sponsor three other recommendations. Two recommendations are 
pending in bills before this Congress, other than H. R. 1535. Twenty 
recommendations are involved in H. R. 1535. At the time this bill 
was submitted, the other eight recommendations were still under 
study. 

As stated previously, McKinsey & Co. was employed in 1947. 
During that same year the United States Government entered into the 
General Agreement on Tariffs and Trade. This agreement laid down 
certain rules of good conduct for international trade among the 
principal trading nations of the world. Although McKinsey & Co. 
did not measure this agreement against the background of its own 
recommendations, it became necessary for the Treasury to do so in 
studying the legislative proposals now embodied in H. R. 1535. In 
most respects, our present customs laws meet the standards stated in 
the General Agreement on Tariffs and Trade. However, it was found 
that a few changes in the administrative provisions of the customs 
laws were indicated. The Treasury has prepared a detailed, section 
by section, analysis of the bill and is submitting copies to the com- 
mittee. This analysis makes appropriate reference to the sections 
of the General Agreement on Tariffs and Trade. We would suggest if 
it meets with the approval of the committee that the analysis be made 
a part of the record, as an appendix to this statement. 

If I may interpolate here, I believe Mr. Reed has already suggested 
that the analysis be made a part of the record. 

The CuHarrMan. Without objection. 

Mr. Grauam. It should be noted that the principles of the General 
Agreement on Tariffs and Trade are not mandatory, since the United 
States and other signatory countries have only adhered on a provi- 
sional basis not requiring changes in existing legislation. On the other 
hand, it would seem advantageous to nations engaged in substantial 
international trade to have rules of good conduct accepted as widely as 
possible. 

As you know, the customs laws are usually specific and detailed 
as to what can be done by a customs officer in administering the Tarif 
Act. Therefore, it is generally conceded that there is a great deal 
of technicality involved in customs, and the Treasury and Customs 
people are here to assist in answering any questions which you may 
have in mind. However, I believe that your valuable time will be 
better served if I may confine my comments to the more general 
features of H. R. 1535, from the customs viewpoint. 

Section 13 is undoubtedly the most important single provision of 
this bill. It amends section 402 of the Tariff Act, which tells the 
customs appraiser how to find the value of imported merchandise. As 
I already have explained, many duties are stated as a percentage of the 
value, so that the value has to be known before the duty can be 
assessed. At present, the appraiser must determine both the so-called 
“foreign value” and the “export value”’ and appraise the merchandise 
according to whichever is the higher. However, because of various 
technical restrictions, often he can determine neither a foreign value 
nor an export value, and then he must appraise according to “‘ United 
States value,”’ a value based on offers of the imported product in the 
United States. If this also cannot be determined, he must appraise 
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according to the “‘cost of production.”” As I have already indicated, 
this means that at the outset the appraiser must know about offers to 
sell or sales of the same or like merchandise in the home markets of the 
country the merchandise comes from. ‘These provisions, therefore, 
often involve a large expenditure of time and effort on the part of the 
importer in finding out about transactions in a foreign country which 
he may know nothing about. Unless the importer can get full and 
dependable information for the appraiser, customs may have to make 
a foreign value investigation. There is an obvious and inherent 
difficulty in requiring an American customs official, or an importer, 
to obtain detailed information as to business operations in a foreign 
country. 

Furthermore, the “foreign value” standard means a discrimination 
against small countries where the home market is small and the usual 
wholesale prices do not reflect the discounts available for large- 
quantity sales. Another difficulty is that the prices in the home 
market are frequently enhanced by internal taxes which do not apply 
to the merchandise when exported, and, as a general rule, these taxes 
have to be added in order to arrive at the dutiable value. 

The bill proposes to meet these problems by making the so-called 
“export value” the method which the appraisers must employ when- 
ever they are able to do so. Failing in this, they are to use the 
“United States value.”” We propose to eliminate the “foreign value”’ 
as a method of appraisement entirely. The advantage of this will be 
that the information necessary to make an appraisement will usually 
be available to the appraiser in the United States. Either the very 
merchandise he is appraising will have been freely offered, so that the 
sale will be a satisfactory basis for appraisal, or he will have knowledge 
of the prices paid for similar merchandise imported by other parties. 

Section 13 contains a number of other technical provisions which are 
designed to make it easier to find a value and to make the value when 
found more commercially realistic. The analysis contains a full 
explanation of how this is to be accomplished. One of the main 
objections to our present value method is that it takes so long to 
find the value, and we are confident that if this bill is enacted ap- 
praisements will be made much more rapidly. 

Next I would like to invite your attention to section 17 of the bill, 
which deals with the amendment of entries and undervaluation duties. 
Under present law, whenever the appraiser finds a value in excess of 
the value at which the importer entered his merchandise, there must be 
assessed undervaluation duties, which are measured by the difference. 
They are heavy monetary exactions and, from the importer’s point of 
view, actually penalties, although not so designated in the statute. 
Under present law the importer has a chance to escape the under- 
valuation duties if the appraiser tells him what advance he proposes 
to make in the value, and if the importer amends his entered value to 
correspond. Customs regulations permit appraisers to furnish this 
information if the importer has cooperated by supplying all the in- 
formation in his possession which will help the appraiser. Further- 
more, even after the undervaluation duties are assessed, the importer 
can petition the Customs Court, which will remit them if the importer 
has acted in good faith. 

The trouble with this procedure is that the provisions to protect 
the innocent importer are not sufficient to prevent undervaluation 
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duties from being assessed in many cases where they are not deserved. 
To avoid them the procedure is extremely cumbersome and round- 
about, and involves a lot of unnecessary paper work in amending 
entries, which is a burden both on the importer and on the collectors 
of customs. 

Section 17 seeks to eliminate both the amendment of entries and the 
circumstances which now make amendments necessary. The im- 
porter who cooperates by supplying all information in his possession, or 
available to him, will be no longer subject to undervaluation duties, 
even if the appraiser has advanced the entered value. Furthermore, 
if the appraised value should happen to be less than the entered value 
he will get the benefit of the difference. Under present law, if the 
entered value exceeds the appraised value, the entered value governs, 
and the importer gets no benefit from the lower appraisement. There- 
fore, amendment of entries under the bill ceases to have any legal 
consequence es and can be done away with as unnecessary. 

Section further provides that when undervaluation duties are 
ASSESSE “dl the *y are subject to protest and review procedure the same as 
any other duties. Consequently, if the importer believes that the 
appriaser has been arbitrary in his demands for information, he can 
obtain administrative and judicial review. The bill also eliminates 
the presumption of fraud which arises under present law if the under- 
valuation is 100 percent or more. We believe that such undervalua- 
tions are frequently innocent and result from misunderstanding of the 
applicable method of valuation, and therefore no presumption is 
justified. Of course, if there is actual fraud other provisions of the 
customs laws can be invoked. 

We believe that there will be three principal advantages to be 
derived from these provisions. First, the customhouses will not be 
cluttered up with useless amendments of entries. Second, importers 
will not be assessed undervaluation duties unless they have in some 
way been derelict in performing their obligations under the law. 
Third, in cases of doubt the question whether or not undervaluation 
duties have been incurred will be determined much more quickly 
and cheaply. The final word still remains with the Customs Court. 

The next provision of the bill, section 3, deals with certain special 
marking requirements. There is a provision of the customs laws 
which requires that all imported merchandise be marked to show the 
country of origin, with certain obvious exceptions such as bulk goods. 
We are not recommending any change in this provision. E leswhere 
in the customs laws there are certain additional requirements. For 
example, let me invite your attention to paragraphs 354 and 455. 
They require that most knives when imported be marked with the 
name of the maker or purchaser, and beneath the same, the name of 
the country of origin, die sunk conspicuously and indelibly on the 
blade, or on the shank or tang. It is not sufficient if the name of the 
maker be on the other side of the blade from the country of origin, 
nor may these markings be added after importation. In actual prac- 
tice these provisions have te en found to constitute traps for inexperi- 
enced importers seeking to market new lines of merchandise in this 
country. Moreover, they serve little useful purpose because the 
general marking requirements would insure that censumers would 
know what was the country of origin. ‘These special marking require- 
ments have no provision for unusual or hardship cases. Conse- 
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quently, they often produce irritating wrangles such as occur when an 
American doctor orders specially designed surgical instruments abroad 
and then finds that the special marking requirements prevent their 
coming in. 

The next section I would like to discuss is section 16, Certified 
invoices and informal entries. I have already explained what an 
entry is in customs language. Present law permits the entry of a 
shipment valued at $100 or less to be “informal,” which means that 
it is on a special simplified form and is filled out by the customs in- 
spector for the importer. The amendment would increase the dollar 
ceiling on such informal entries to $250. Formal entries require an 
amount of detail for the importer and for the Customs which is 
excessive for shipments of under $250 in value. The amendment 
will permit small-value shipments to be handled a great deal faster, 
to the benefit of both the importer and the Government. 

Next, I would like to refer to section 20 of the bill, which deals 
with conversion of currency. In recent years we have had a great 
deal of difficulty in operating satisfactorily in cases where it is neces- 
sary to convert a foreign currency into dollars for some customs 
purposes. We have to do that whenever we appraise merchandise 
which is bought in a foreign currency. All “foreign value’’ appraise- 
ments are necessarily in the foreign currency and have to be con- 
verted. If we eliminate “foreign value,’ this problem will become 
less acute. In recent years, conversion troubles have multiplied as 
countries have abandoned the gold standard, have imposed exchange 
restrictions, have permitted black markets to develop in their cur- 
rencies, and have even developed “multiple rate currencies.” They 
are systems whereby an exporter who sells one product for dollars 
will get more of his own curreney per dollar than the exporter who 
sells some other product. In other words, there are several exchange 
rates for the currency, depending on the commodity to be exported. 

The first part of section 20 repeals the obsolete provision of the 
Tariff Act which now requires the Secretary of the Treasury to pub- 
lish periodically the gold content of foreign coinage. This information 
was intended to be used for customs purposes but is now useless for 
that purpose, since foreign countries either do not announce the gold 
content of their money, or, if they do, the figure has little significance 
in international trade. Practically all currency conversions for cus- 
toms purposes today are made under the provisions of section 522 of 
the Tariff Act, which requires the Secretary of the Treasury to make 
use of conversion rates certified daily by the Federal Reserve Bank 
of New York whenever the rates actually employed in commercial 
transactions vary by more than 5 percent from the gold content rate. 
Practically all commercial rates do vary by more than 5 percent, and 
this provision thus applies. 

Section 20 of the bill will permit the customs service to employ as 
the basic conversion rate the par values of foreign currencies main- 
tuined pursuant to the Articles of Agreement of the International 
Monetary Fund. Many countries do not maintain such a par value, 
and, for these countries, the conversion rate is to be determined by the 
New York buying rate as certified by the Federal Reserve bank, just 
as at present. ‘The advantage to be derived is that, whenever a par 
value is maintained, a constant figure can be used, and it will not be 
necessary for customs officers to follow the daily minute fluctuations 
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that occur in the buying rate, nor will it be necessary for the bank to 
supply certifications with respect to these currencies which are main- 
tained at par. When multiple rate currencies exist, and there is no 
par, the bank is to certify these rates and the Secretary is to apply, 
for customs purposes, the rate or rates which reflect effectively the 
value of that currency in commercial transactions. This follows the 
rule set down by the Supreme Court in Barr v. United States. When 
a country having a par value established pursuant to the fund articles 
permits the actual commercial rate of exchange to deviate from that 
par, or when it maintains other rates, the Secretary likewise is to use 
certifications furnished by the bank. We are proposing a slight change 
in the language of subsection (d) which will make it clear that, when 
the rate of exchange actually in existence deviates from the par, the 
fact is to be recognized for customs purposes, whether or not the 
deviation is recognized as valid under the fund articles. The intent 
is that the rate employed for customs purposes shall always be the 
realistic commercial rate actually applicable to imports of the class 
of products such as the product undergoing appraisement. Experi- 
ence has shown that par values established with the International 
Monetary Fund are dependable as a “bench mark” in the sense that 
the rates actually employed in commercial transactions do not deviate 
substantially from them. The provision for cases of deviation will 
have to be invoked, we hope, in exceptional cases only. 

| come now to section 19, which would permit the correction of 
errors and mistakes of importers or the customs service in customs 
transactions which are adverse to the importer and which cannot be 
corrected under existing law. In the thousands of customs transac- 
tions, many such mistakes occur which should be corrected in order 
to do justice to the importing public. The Government has no 
interest in retaining duties which were improperly collected as a 
result of clerical error, mistake of fact, or inadvertence. The inability 
to make refunds in such cases results in great dissatisfaction and a 
feeling of injustice among importers, particularly among those who 
are not regularly engaged in importing. Under existing law, it is 
impossible to correct, by administrative action, any error in appraise- 
ment, irrespective of the nature of the error. Under this section, 
certain errors in appraisement which result from inadvertencies and 
clerical errors may be corrected by administrative action. This will 
eliminate the necessity for assessing duties in many instances on 
merchandise far in excess of its admitted value. 

The six provisions which have been discussed above constitute the 
most important aspects of H. R. 1535 as they relate to commercial 
transactions from a customs viewpoint. However, I would be less 
than candid if | did not invite your attention to two provisions in 
the bill which have apparently caused some concern to certain ele- 
ments of American industry. Briefly, these two provisions relate to 
what is known as the “American selling price’? method of valuation 
and the basis for taxing distilled spirits. 

I have already mentioned that our draft bill includes certain pro- 
visions primarily for the purpose of bringing customs procedures into 
line with the international rules of fair practice as set forth in the 
General Agreement on Tariffs and Trade. This agreement sets forth 
as one standard that valuations for customs purposes shall not be 
based on the selling price of competing merchandise of domestic 
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origin. However, this country reserved the right to substitute in- 
creased rates of duty wherever giving up this method of valuation 
might result in reducing the effective level of protection. 

Paragraphs 27 and 28 of the Tariff Act require that certain coal- 
tar products be valued by the “American selling price’ method, 
which is the selling price of competing domestic products. Under 
the flexible tariff provisions, this method was extended to canned 
clams, rubber footwear, and knit gloves. The Congress has repeatedly 
refused to extend this method of valuation to other commodities and 
has always required that the customs value of imported merchandise 
should have some relation to its market value before entering the 
commerce of the United States. 

Section 14 provides a method to afford equivalent protection when 
eliminating American selling price, thus exercising the right which we 
reserved in connection with the General Agreement on Tariffs and 
Trade. The Tariff Commission, after appropriate investigation, will 
determine what new rates would afford equivalent protection for the 
products I have named. These rates would then be used whenever 
there is a competitive American product. Until the Tariff Commis- 
sion completes its work, the old method will continue to be used. 
Thereafter there will be a single uniform method, or formula, for the 
valuation of all imported articles. 

The second of these provisions, which has caused concern, has to 
do with the method of assessing taxes and duties on distilled spirits. 
The General Agreement on Tariffs and Trade states the principle that 
internal taxes in any country should not be used to discriminate against 
imported products. Our method of taxing distilled spirits is open to 
question under this provision. We tax spirits, withdrawn from a 
domestic distillery, or imported at or above proof, on a “‘proof gallon’’ 
basis; that is, on the alcoholic content. Spirits which are withdrawn, 
or imported, below proof we tax on a “wine gallon’”’ basis; that is, the 
over-all volume with no credit for the water content. Domestic 
distillers withdraw their products, at or above, proof and thus pay no 
tax on the water content. Foreign spirits are, as a rule, bottled at the 
distillery below proof and, therefore, when imported pay tax and duty 
on the water content. Section 24 (d) of this bill changes the basis of 
tax and duty on distilled spirits so that it will be a proof gallon in all 
cases. 

If the committee will allow me, I should like to this point to submit 
a new provision, based on McKinsey & Co.’s recommendations. It 
would dispense with the notarizing of customs documents and have 
them subject to penalties of perjury instead. I do not believe this is 
controversial, as our law has already made this change with respect to 
income tax returns. 

In conclusion, I have endeavored to highlight the principal pro- 
visions of this bill which affect foreign trade. Other provisions of the 
bill, such as the restatement and simplification of the statutes relating 
to the personal effects of travelers, can be discussed in such detail as 
your committee may desire. | wish to assure you that the personnel 
of the Treasury is available at all times to assist your committee in its 
consideration of this bill. 

Thank vou, Mr. Chairman. That concludes the formal part of the 
statement. 
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Mr. Houmes. Mr. Chairman, I ask unanimous consent that I may 
have inserted in the record during today’s hearings a statement sub- 
mitted to me by the Seattle Chamber of Commerce concerning this 
bill. 

The Cuarrman. Is there objection? The Chair hears none. 

(The letter is as follows:) 


Wasmineron Orrice, Searrite Cramrer or Commerce, 
Washington, D. C., August 3, 1951. 
Hon. Hau Houmes, 
House Office Building, Washington, D. C. 

Dear Mr. Houtmes: The Seattle Chamber of Commerce has long been on 
record in favor of adequate legislation to simplify United States customs pro- 
cedures. Desirable changes to this end are provided in H. R. 1535, on which, 
we understand, hearings will be held by the House Wavs and Means Committee 
beginning Monday, August 6, 1951. 

The purpose of this letter is to urge vou, as a member of the Ways and Means 
Committee, to include in the record the Seattle Chamber’s support for this 
legislation. 

The most recent action by the board of trustees of the chamber with respect 
to this legisation was a resolution approved last March 20. It was as follows: 

“The Seattle Chamber of Commerce reaffirms its position favoring the sim- 
plification of United States customs procedures and, accordingly, urges enact- 
ment by the Eightv-second Congress of H. R. 1535.”’ 

A resolution also was adopted February 8, 1951, by the World Trade Club of 
Seattle, as follows: 

“Inasmuch as present customs regulations impose unnecessary difficulties 
upon the Nation’s importers and hampers the conduct of international trade, 
we hereby resolve that Congress be urged to pass H. R. 1535, the proposed 
Customs Simplification Act of 1951.” 

Your assistance in this matter will be greatly appreciated. 

Yours sincerely, 
Georce E. Tromas. 

The Cuarrman. Are there any questions? Mr. Cooper? Mr. 
Reed? 

SECTION 2. REQUIREMENT OF INJURY IN DUMPING AND COUNTERVAILING 
DUTY CASES 


Mr. Reep. I will ask a few question. 

It is a fact, it is not, Mr. Graham, that many of these sections 
of the bill drastically change the basic principles of assessment of 
customs duties? 

Mr. Granam. I do not think so, Mr. Reed. That is not the 
intent of the bill. 

Mr. Reep. Let us take up section 2, dealing with antidumping. 

By the way, this document on Emergency Tariff Laws is very 
brief, but I would like to ask unanimous consent to insert it in the 
record. 

The CHarrMan. Without objection, it will be inserted in the record. 

(The document is as follows:) 
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EMERGENCY TARIFF LAWS, SIXTY-SEVENTH CONGRESS—PUBLIC 
NO. 10, PUBLIC NO, 68, AND PUBLIC NO, 91 


{[PuBLic—No. 10—67rH CoNGREss| 
{H. R. 2435] 
An Act Imposing temporary duties upon certain agricultural products to meet present emergencies, and 


to provide revenue; to regulate commerce with foreign countries; to prevent dumping of foreign merchan- 
dise on the markets of the United States; to regulate the value of foreign money; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America tn Congress assembled, 


Titte I 
EMERGENCY TARIFI 


That on and after the day following the passage of this Act, for the period 
of six months, there shal! be levied, collected, and paid upon the following articles, 
when imported from any foreign country into the United States or into any of its 
possessions (except the Philippine Islands, the Virgin Islands, and the islands 
of Guam and Tutuila), the rates of duty which are prescribed by this section, 
namely: 

1. Wheat, 35 cents per bushel. 

2. Wheat flour and semolina, 20 per centum ad valorem, 

3. Flaxseed, 30 cents per bushel of fifty-six pounds. 

4. Corn or maize, 15 cents per bushel of fifty-six pounds. 

5. Beans, provided for in paragraph 197 of the Act entitled “An Act to reduce 
tariff duties and to provide revenue for the Government, and for other purposes,” 
approved October 3, 1913, 2 cents per pound. 

6. Peanuts or ground beans, 3 cents per pound. 

7. Potatoes, 25 cents per bushel of sixty pounds. 

8. Onions, 40 cents per bushel of fifty-seven pounds. 

9, Rice, cleaned, 2 cents per pound, except rice cleaned for use in the manufac- 
ture of canned foods, on which the rate of duty shall be 1 cent per pound; un- 
cleaned rice, or rice free of the outer hull and still having the inner cuticle on 
134 cents per pound; rice flour, and rice meal, and rice broken which will pass 
through a number twelve wire sieve of a kind prescribed bv the Seeretarv of the 
Treasury, one-fourth of 1 cent per pound; paddy, or rice having the outer hull 
on, three-fourths of 1 cent per pound. 

10. Lemons, 2 cents per pound. 

11. Oils: Peanut, 26 cents per gallon; cottonseed, coconut, and sova bean, 20 
cents per gallon; olive, 40 cents per gallon in bulk, 50 cents per gallon in containers 
of less than five gallons. 

12. Cattle, 30 per centum ad valorem. 

13. Sheep: One year old or over, $2 per head; less than one year old, 51 
per head, 

14. Fresh or frozen beef, veal, mutton, lamb, and pork, cents per pound. 
Meats of all kinds, prepared or preserved, not specially provided for herein, 25 
per centum ad valorem, 

15. Cattle and sheep and other stock imported for breeding purposes shall be 
admitted free of duty. 

16. Cotton having a staple of one and three-eighths inches or more in length, 
7 cents per pound, 

17. Manufactures of which cotton of the kind provided for in paragraph 16 is 
the component material of chief value, 7 cents per pound, in addition to the rates 
of duty imposed thereon by existing law. 

18. Wool, commonly known as clothing wool, including hair of the camel, 
angora goat, and alpaca, but not such wools as are commonly known as carpet 
wools: Unwashed, 15 cents per pound; washed, 30 cents per pound; scoured, 45 
cents per pound. Unwashed wools shall be considered such as shall have been 
shorn from the animal without any cleaning; washed wools shall be considered 
such as have been washed with water only on the animal's back or on the skin; 
wools washed in any other manner than on the animal’s back or on the skin shall be 
considered as scoured wool. On wool and hair provided for in this paragraph, 
which is sorted or increased in value by the rejection of any part of the original 
fleece, the duty shall be twice the duty to which it would otherwise be subject, but 
not more than 45 cents per pound, 
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19. Wool and hair of the kind provided for in paragraph 18, when advanced in 
any manner or by any process of manufacture beyond the washed or scoured 
condition, and manufactures of which wool or hair of the kind provided for in 
paragraph 18 is the component material of chief value, 45 cents per pound in 
addition to the rates of duty imposed thereon by existing law. 

20. Sugars, tank bottoms, sirups of cane juice, melada, concentrated melada, 
concrete and concentrated molasses, testing by the polariscope not above seventy- 
five degrees, one and sixteen one-hundredths of 1 cent per pound, and for every 
additional degree shown by the polariscopic test, four que hundecdiie of 1 cent 
per pound additional, and fractions of a degree in proportion; molasses testing 
not above forty degrees, 24 per centum ad valorem; testing above forty degrees 
and not above fifty-six degrees, 3% cents per gallon; testing above fifty-six 
degrees, 7 cents per gallon; sugar drainings and sugar sweepings shall be subject 
to duty as molasses or sugar, as the case may be, according to polariscopic test. 

21. Butter, and substitutes therefor, 6 cents per pound. 

22. Cheese, and substitutes therefor, 23 per centum ad valorem. 

23. Milk, fresh, 2 cents per gallon; cream, 5 cents per gallon. 

24. Milk, preserved or condensed, or sterilized by heating or other processes, 
including weight of immediate coverings, 2 cents per pound; sugar of milk, 5 
cents per pound. 

25. Wrapper tobacco and filler tobacco when mixed or packed with more than 
15 per centum of wrapper tobacco, and all leaf tobacco the product of two or 
more countries or dependencies when mixed or packed together, if unstemmed, 
$2.35 per pound; if stemmed, $3 per pound; filler tobacco not specially provided 
for in this section, if unstemmed, 35 cents per pound; if stemmed, 50 cents per 
pound. 

The term ‘‘wrapper tobacco”’ as used in this section means that quality of leaf 
tobacco which has the requisite color, texture, and burn, and is of sufficient 
size for cigar wrappers, and the term ‘“‘filler tobacco’”’ means all other leaf tobacco. 

26. Apples, 30 cents per bushel. 

27. Cherries in a raw state, preserved in brine or otherwise, 3 cents per pound. 

28. Olives, in solutions, 25 cents per gallon; olives, not in solutions, 3 cents 
per pound. 

Sec. 2. The rates of duty imposed by section 1 (except under paragraphs 17 
and 19) in the case of articles on which a rate of duty is imposed by existing law, 
shall be in lieu of such rate of duty during the six months’ period referred to in 
section 1. 

Sec. 3. After the expiration of the six months’ period referred to in section 1, 
the rates of duty upon the articles therein enumerated shall be those, if any, 
imposed thereon by existing law. 

Sec. 4. The duties imposed by this title shall be levied, collected, and paid on 
the same hasis, in the same manner, and subject to the same provisions of law, 
including penalties, as the duties imposed by such Act of 1913. 

Sec. 5. That this title shall be cited as the ‘‘Emergency Tariff Act.” 


TirLte I1.—ANTIDUMPING 
DUMPING INVESTIGATION 


Sec. 201. (a) That whenever the Secretary of the Treasury (hereinafter in this 
Act called the “‘Secretary’’), after such investigation as he deems necessary, finds 
that an industry in the United States is being or is likely to be injured, or is pre- 
vented from being established, by reason of the importation into the United States 
of a class or kind of foreign merchandise, and that merchandise of such class or 
kind is being sold or is likely to be sold in the United States or elsewhere at less 
than its fair value, then he shall make such finding public to the extent he deems 
necessary, together with a description of the class or kind of merchandise to 
which it applies in such detail as may be necessary for the guidance of the 
appraising officers. 

(b) Whenever, in the case of any imported merchandise of a class or kind as 
to which the Secretary has not so made publie a finding, the appraiser or person 
acting as appraiser has reason to believe or suspect, from the invoice or other 
papers or from information presented to him, that the purchase price is less, or 
that the exporter’s sales price is less or likely to be less, than the foreign market 
value (or, in the absence of such value, than the cost of production) he shall 
forthwith, under regulations prescribed by the Secretary, notify the Secretary of 
such fact and withhold his appraisement report to the collector as to such mer- 
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chandise until the further order of the Secretary, or until the Secretary has made 
public a finding as provided in subdivision (a) in regard to such merchandise. 


SPECIAL DUMPING DUTY 


Sec. 202. (a) That in the case of all imported merchandise, whether dutiable 
or free of duty, of a class or kind as to which the Secretary has made public a 
finding as provided in section 201, and as to which the appraiser or person acting 
as appraiser has made no appraisement report to the collector before such finding 
has been so made public, if the purchese price or the exporter’s sales price is less 
than the foreign market value (or, in the absence of such value, than the cost of 
production) there shall be levied, collected, and paid, in addition to the duties 
imposed thereon by law, a special dumping duty in an amount equal to such 
difference. 

(b) If it is established to the satisfaction of the appraising officers that the 
amount of such difference between the purchase price and the foreign market 
value is wholly or partly due to the fact that the wholesale quantities, in which 
such or similar merchandise is sold or freely offered for sale to all purchasers for 
exportation to the United States in the ordinary course of trade, are greeter than 
the wholesale quantities in which such or similar merchandise is sold or freely 
offered for sale to all purchasers in the principal markets of the country of ex- 
portation in the ordinary course of trade for home consumption (or, if not so 
sold or offered for sale for home consumption, then for exportation to countries 
other than the United States), then due allowance shall be made therefor in 
determining the foreign market value for the purposes of this section. 

(c) If it is established to the satisfaction of the appraising officers that the 
amount of such difference between the exporter’s sales price and the foreign 
market value is wholly or partly due to the fact that the wholesale quantities, in 
which such or similar merchandise is sold or freely offered for sale to all pur- 
chasers in the principal markets of the United States in the ordinary course of 
trade, are greater than the wholesale quantities in which such or similar merchan- 
dise is sold or freely offered for sale to all purchasers in the principal markets of 
the country of exportation in the ordinary course of trade for home consumption 
(or, if not so sold or offered for sale for home consumption, then for exportation 
to countries other than the United States), then due allowance shall be made 
therefor in determining the foreign market value for the purposes of this section. 


PURCHASE PRICE 


Sec. 203. That for the purposes of this title, the purchase price of imported 
merchandise shall be the price at which such merchandise has been purchased or 
agreed to be purchased, prior to the time of exportation, by the person by whom 
or for whose account the merchandise is imported, plus, when not included in 
such price, the cost of all containers and coverings and all other costs, charges, 
and expenses incident to placing the merchandise in condition, packed ready for 
shipment to the United States, less the amount, if any, included in such price, 
attributable to any additional costs, charges, and expenses, and United States 
import duties, incident to bringing the merchandise from the place of shipment 
in the country of exportation to the place of delivery in the United States; and 
plus the amount, if not included in such price, of any export tax imposed by the 
country of exportation on the exportation of the merchandise to the United 
States; and plus the amount of any import duties imposed by the country of 
exportation which have been rebated, or which have not been collected, by reason 
of the exportation of the merchandise to the United States; and plus the amount 
of any taxes imposed in the country of exportation upon the manufacturer, pro- 
ducer, or seller, in respect to the manufacture, production or sale of the mer- 
chandise, which have been rebated, or which have not been collected, by reason 
of the exportation of the merchandise to the United States. 


EXPORTER’S SALES PRICE 


Sec. 204. That for the purpose of this title the exporter’s sales price of imported 
merchandise shall be the price at which such merchandise is sold or agreed to be 
sold in the United States, before or after the time of importation, by or for the 
account of the exporter, plus, when not included in such price, the cost of all 
containers and coverings and all other costs, charges, and expenses incident to 
placing the merchandise in condition, packed ready for shipment to the United 
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States, less (1) the amount, if any, included in such price, attributable to any 
additional costs, charges, and expenses, and United States import duties, incident 
to bringing the merchandise from the place of shipment in the country of ex- 
portation to the place of delivery in the United States, (2) the amount of the 
commissions, if any, for selling in the United States the particular merchandise 
under consideration, (3) an amount equal to the expenses, if any, generally in- 
curred by or for the account of the exporter in the United States in selling identical 
or substantially identical merchandise, and (4) the amount of any export tax 
imposed by the country of exportation on the exportation of the merchandise to 
the United States; and plus the amount of any import duties imposed by the 
country of exportation which have been rebated, or which have not been collected, 
by reason of the exportation of the merchandise to the United States; and plus 
the amount of any taxes imposed in the country of exportation upon the manu- 
facturer, producer, or seller in respect to the manufacture, production, or sale of 
the merchandise, which have been rebated, or which have not been collected, by 
reason of the exportation of the merchandise to the United States. 


FOREIGN MARKET VALUE 


Sec. 205. That for the purposes of this title the foreign market value of im- 
ported merchandise shall be the price, at the time of exportation of such mer- 
chandise to the United States, at which such or similar merchandise is sold or 
freely offered for sale to all purchasers in the prinicpal markets of the country from 
which exported, in the usual wholesale quantities and in the ordinary course of 
trade for home consumption (or, if not so sold or offered for sale for home con- 
sumption, then for exportation to countries other than the United States), plus, 
when not included in such price, the cost of all containers and coverings and all 
other costs, charges, and expenses incident to placing the merchandise in condition 
packed ready for shipment to the United States, except that in the case of mer- 
chandise purchased or agreed to be purchased by the person by whom or for 
whose account the merchandise is imported, prior to the time of exportation, the 
foreign market value shall be ascertained as of the date of such purchase or agree- 
ment to purchase. In the ascertainment of foreign market value for the purposes 
of this title no pretended sale or offer for sale, and no sale or offer for sale intended 
to establish a fictitious market, shall be taken into account. 


COST OF PRODUCTION 


See, 206. That for the purposes of this title the cost of production of imported 
merchandise shall be the sum of 

(1) The cost of materials of, and of fabrication, manipulation, or other process 
emploved in manufacturing or producing, identical or substantially identical 
merchandise, at a time preceding the date of shipment of the particular mer- 
chandise under consideration which would ordinarily permit the manufacture or 
production of the particular merchandise under consideration in the usual course 
of business: m 

(2) The usual general expenses (not less than 10 per centum of such cost) in 
the ease of identical or substantially identical merchandise; 

(3) The cost of all containers and coverings, and all other costs, charges, and 
expenses incident to placing the particular merchandise under consideration in 
condition, packed ready for shipment to the United States; and 

(4) An addition for profit (not less than 8 per centum of the sum of the amounts 
found under paragraphs (1) and (2) equal to the profit which is ordinarily added, 
in the case of merchandise of the same general character as the particular mer- 
chandise under consideration, by manufacturers or producers in the country of 
manufacture or production who are engaged in the same general trade as the 
manufacturer or producer of the particular merchandise under consideration. 


EXPORTER 


Sec. 207. That for the purposes of this title the experter of imported mer- 
chandise shall be the person by whom or for whose account the merchandise is 
imported into the United States: 

(1) If such person is the agent or principal of the exporter, manufacturer, or 
producer; or 

(2) If such person owns or controls, directly or indirectly, through stock owner- 
ship or control or otherwise, any interest in the business of the exporter, manu- 
facturer, or producer; or 
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(3) If the exporter, manufacturer, or producer owns or controls, directly or 
indirectly, through stock ownership or control or otherwise, any interest in any 
business conducted by such person; or 

(4) If any person or persons, jointly or severally, directly or indirectly, through 
stock ownership or control or otherwise, own or contro! in the aggregate 20 per 
centum or more of the voting power or control in the business carried on by the 
person by whom or for whose account the merchandise is imported into the United 
States, and also 20 per centum or more of such power or control in the business 
of the exporter, manufacturer, or producer. 


OATHS AND BONDS ON ENTRY 


Sec. 208. That in the case of all imported merchandise, whether dutiable or 
free of duty, of a class or kind as to which the Secretary has made public a finding 
as provided in section 201, and delivery of which has not been made by the collector 
before such finding has been so made public, unless the person by whom or for 
whose account such merchandise is imported makes oath before the collector, 
under regulations prescribed by the Secretary, that he is not an exporter, or unless 
such person declares under oath at the time of entry, under regulations prescribed 
by the Secretary, the exporter’s sales price of such merchandise, it shall be unlawful 
for the collector to deliver the merchandise until such person has made oath 
before the collector, under regulations prescribed by the Secretary, that the 
merchandise has not been sold or agreed to be sold by such person, and has 
given bond to the collector, under regulations prescribed by the Secretary, with 
sureties approved by the collector, in an amount equal to the estimated value 
of the merchandise, conditioned: (1) that he will report to the collector the 
exporter’s sales price of the merchandise within 30 days after such merchandise 


has been sold or agreed to be sold in the United States, (2) that he will pay on 


demand from the collector the amount of special dumping duty, if any, imposed 
by this title upon such merchandise, and (3) that he will furnish to the collector 
such information as may be in his possession and as may be necessary for the 
ascertainment of such duty, and will keep such records as to the sale of such 
merchandise as the Secretary may by regulation prescribe. 


DUTIES OF APPRAISERS 


Sec. 209. That in the case of all imported merchandise, whether dutiable or 
free of duty, of a class or kind as to which the Secretary has made public a finding 
as provided in section 201, and as to which the appraiser or person acting as 
appraiser has made no appraisement report to the collector before such finding 
has been so made public, it shall be the duty of each appraiser or person acting as 
appraiser, by all reasonable ways and means to ascertain, estimate, and appraise 
(any invoice or affidavit thereto or statement of cost of production to the contrary 
notwithstanding) and report to the collector the foreign market value or the cost 
of production, as the case may be, the purchase price, and the exporter’s sales 
price, and any other facts which the Secretary may deem necessary for the pur- 
poses of this title. 

APPEALS AND PROTESTS 


Sec. 210. That for the purposes of this title the determination of the appraiser 
or person acting as appraiser as to the foreign market value or the cost of produc- 
tion, as the case may be, the purchase price, and the exporter’s sales price, and 
the action of the collector in assessing special dumping duty, shall have the same 
force and effect and be subject to the same right of appeal and protest, under the 
same conditions and subject to the same limitations; and the general appraisers, 
the Board of General Appraisers, and the Court of Customs Appeals shall have the 
same jurisdiction, powers, and duties in connection with such appeals and protests 
as in the case of appeals and protests relating to customs duties under existing 
law, 


DRAWBACES 


Sec. 211. That the special dumping duty imposed by this title shall be 
in all respects as regular customs duties within the meaning of al! laws relating 
to the drawback of customs duties 





SHORT TITLES 


Sec. 212. That this title may be cited as the “Antigumping Act, 1921 
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Trrte III.—AssessmMentT or Ap VaLorem Duties 


Sec. 301. That whenever merchandise which is imported into the United States 
is subject to an ad valorem rate of duty or to a duty based upon or regulated in 
any manner by the value thereof, duty shall in no case be assessed on a value less 
than the export value of such merchandise. 


EXPORT VALUE 


Sec. 302. That for the purposes of this title the export value of imported mer- 
chandise shall be the price, at the time of exportation of such merchandise to the 
United States, at which such or similar merchandise is sold or freely offered for 
sale to all purchasers in the principal markets of the country from which exported, 
in the usual wholesale quantities and in the ordinary course of trade, for exporta- 
tion to the United States, plus, when not included in such price, the cost of all 
containers and coverings and all other costs, charges, and expenses incident to 
placing the merchandise in condition, packed ready for shipment to the United 
States, less the amount, if any, included in such price, attributable to any addi- 
tional costs, charges, and expenses, and United States import duties, incident to 
bringing the merchandise from the place of shipment in the country of exportation 
to the place of delivery in the United States, and plus, if not included in such 
price, the amount of any export tax imposed by the country of exportation on 
merchandise exported to the United States. 


REFERENCES TO “‘VALUE’’ IN EXISTING LAW 


Sec. 303 (a). That wherever in Title I of this Act, or in the Tariff Act of 1913, 
as amended, or in any law of the United States in existence at the time of the 
enactment of this Act relative to the appraisement of imported merchandise 
(except sections 2874, 2976, and 3016 of the Revised Statutes, and section SO1 
ef the Revenue Act of 1916), reference is made to the value of imported mer- 
chandise (irrespective of the particular phraseology used and irrespective of 
whether or not such phraseology is limited or qualified by words referring to 
country or port of exportation or principal markets) such reference shall, in respect 
to all merchandise imported on or after the day this Act takes effect, be construed 
to refer, except as provided in subdivision (b), to actual market value as defined 
by the law in existence at the time of the enactment of this Act, or to export value 
as defined by section 302 of this Act, whichever is higher. 

(b) If the rate of duty upon imported merchandise is in any manner dependent 
upon the value of any component material thereof, such value shall be an amount 
determined under the provisions of the Tariff Act of 1913, as in force prior to the 
enactment of this Act. 

DEFINITIONS 


Sec. 304. That when used in this title the term “Tariff Act of 1913’ means the 
Act entitled “An Act to reduce tariff duties and provide revenue for the Govern- 
ment, and for other purposes,” approved October 3, 1913. 


Titte IV.—GENERAL PROVISIONS 
STATEMENTS IN INVOICE 


Sec. 401. That all invoices of imported merchandise, and all statements in the 
form of an invoice, in addition to the statements required by law in existence at 
the time of the enactment of this Act, shall contain such other statements as the 
Secretary may by regulation prescribe, and a statement as to the currency in which 
made out, specifying whether gold, silver, or paper. 


STATEMENTS AT TIME OF ENTRY 


Sec. 402. That the owner, importer, consignee, or agent, making entry of im- 
ported merchandise, shall set forth upon the invoice, or statement in the form of 
an invoice, and in the entry, in addition to the statements required by the law in 
existence at the time of the enactment of this Act, such statements, under oath if 
required, as the Secretary may by regulation prescribe. 
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CONVERSION OF CURRENCY 


Sec. 403. (a) That section 25 of the Act of August 27, 1894, entitled “An Act 
to reduce taxation, to provide revenue for the Government, and for other pur- 
poses,” is amended to read as follows: 

“Sec. 25. That the value of foreign coin as expressed in the money of account 
of the United States shall be that of the pure metal of such coin of standard value; 
and the values of the standard coins in circulation of the various nations of the 
world shall be estimated quarterly by the Director of the Mint and be proclaimed 
by the Secretary of the Treasury quarterly on the first day of January, April, July, 
and October in each vear.”’ 

(b) For the purpose of the assessment and collection of duties upon merchandise 
imported into the United States on or after the day of the enactment of this Act, 
wherever it is necessary to convert foreign currency into currency of the United 
States, such conversion, except as provided in subdivision (c), shall be made at 
the values proclaimed by the Secretary under the provisions of section 25 of such 
Act of August 27, 1894, for the quarter in which the merchandise was exported. 

(c) If no such value has been proclaimed, or if the value so proclaimed varies 
by 5 per centum or more from a value measured by the buying rate in the New 
York market at noon on the day of exportation, conversion shall be made at a 
value measured by such buying rate. For the purposes of this subdivision such 
buying rate shall be the buying rate for cable transfers pavable in the foreign 
currency so to be converted; and shall be determined by the Federal Reserve Bank 
of New York and certified daily to the Secretary, who shall make it public at such 
times and to such extent as he deems necessary. In ascertaining such buying rate 
such Federal Reserve Bank may in its discretion (1) take into consideration the 
last ascertainable transactions and quotations, whether direct or through the 
exchange of other currencies, and (2) if there is no market buying rate for such 
eable transfers, calculate such rate from actual transactions and quotations in 
demand or time bills of exchange. 

(d) Sections 2903 and 3565 of the Revised Statutes are repealed. 

(e) Section 25 of such Act of August 27, 1894, as in force prior to the enactment 
of this Act, and section 2903 of the Revised Statutes, shall remain in force for the 
assessment and collection of duties on merchandise imported into the United States 
prior to the day of the enactment of this Act. 


INSPECTION OF EXPORTER’S BOOKS 


Sec. 404. That if any person manufacturing, producing, selling, shipping, or 
consigning merchandise exported to the United States fails, at the request of the 
Secretary, or an appraiser, or person acting as appraiser, or a collector, or a general 
appraiser, or the Board of General Appraisers, as the case may be, to permit a duly 
accredited officer of the United States to inspect his books, papers, records, ac- 
counts, documents, or correspondence, pertaining to the market value or classifica- 
tion of such merchandise, then while such failure continues the Secretary, under 
regulations prescribed by him, (1) shall prohibit the importation into the United 
States of merchandise manufactured, produced, sold, shipped, or consigned by such 
person, and (2) may instruct the collectors to withhold delivery of merchandise 
manufactured, produced, sold, shipped,.or consigned by such person. If such 
failure continues for a period of one vear from the date of such instructions the 
collector shall cause the merchandise, unless previously exported, to be sold at 
public auction as in the case of forfeited merchandise. 


INSPECTION OF IMPORTER’S BROOKS 


Sec. 405. That if any person importing merchandise into the United States 
or dealing in imported merchandise fails, at the request of the Secretary, or an 
appraiser, or person acting as appraiser, or a collector, or a general appraiser, or 
the Board of General Appraisers, as the case may be, to permit a duly accredited 
officer of the United States to inspect his books, papers, records, accounts, docu- 
ments, or correspondence, pertaining to the value or classification of such mer- 
chandise, then while such failure continues the Secretary, under regulations pre- 
scribed by him, (1) shall prohibit the importation of merchandise into the United 
States by or for the account of such person, and (2) shall instruct the collectors to 
withhold delivery of merchandise imported by or for the account of such person. 
If such failure continues for a period of one year from the date of such instructions 
the collector shall cause the merchandise, unless previously exported, to be sold 
at public auction as in the case of forfeited merchandise. 
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DEFINITIONS 


Sec. 406. That when used in Title II or Title III or in this title— ° 


The term “person” includes individuals, partnerships, corporations, and asso- 
ciations; and 

The term “United States” ineludes all Territories and possessions subject to 
the jurisdiction of the United States, except the Philippine Islands, the Virgin 
Islands, the islands of Guam and Tutuila, and the Canal Zone. 


RULES AND REGULATIONS 


Sec. 407. That the Secretary shall make rules and regulations necessary for the 
enforcement of this Act. 


Tithe V.—Dyes anp CHEMICALS 


Sec. 501. (a) That on and after the day following the enactment of this Act, 
for the period of three months, no sodium nitrite, no dyes or dyestuffs, ineluding 
crudes and intermediates, no product or products derived directly or indirectly 
from coal tar (including crudes, intermediates, finished or partly finished products, 
and mixtures and compounds of such coal-tar products), and no synthetic organic 
drugs or synthetic organie chemicals, shall be admitted to entry or delivered from 
customs custody in the United States or in any of its possessions unless the 
Secretary determines that such article or a satisfactory substitute therefor is not 
obtainable in the United States or in any of its possessions in sufficient quantities 
and on reasonable terms as to quality, price, and delivery, and that such article in 
the quantity to be admitted is required for consumption by an actual consumer in 
the United States or in any of its possessions within six months after receipt of the 
merchandise. 

(b) Upon the day following the enactment of this Act the War Trade Board 
Section of the Department of State shall cease to exist; all clerks and employees 
of such War Trade Board Section shall be transferred to and become clerks and 
emplovees of the Treasury Department and all books, documents, and other 
records relating to such dve and chemical import control of such War Trade 
Board Section shall become books, documents, and records of the Treasury 
Department. All individual licenses issued by such War Trade Board Section 
prior to the enactment of this Act shall remain in effeet during the period of their 
validity, and the importations under such licenses shall be permitted. All un- 
expended funds and appropriations for the use and maintenance of such War 
Trade Board Section shall become funds and appropriations available to be ex- 
pended by the Secretary in the exercise of the power and authority conferred upon 
him by this seetion. 

Sec. 502. That this title may be cited as the ‘“‘Dve and Chemical Control Act, 
1921.” 

Approved, May 27, 1921. 





[Pustic—No. 68—671TH Conorgss] 
[H. R. 8107] 
An Act To control importations of dyes and chemicals 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subdivision (a) of section 501 of the Dye and 
Chemical Control Act, approved May 27, 1921, is amended by striking out the 
words ‘three months,’’ and inserting in lieu thereof the words ‘‘six months.” 

Sec. 2. That all furniture, file cases, typewriters, and other office appliances 
in use by the War Trade Section of the Department of State on May 28, 1921, 
shall be transferred to and become the property of the Treasury Department. 


Approved, August 24, 1921. 





{[PcuBLic—No. 91—67TH ConcreEss] 
[H. R. 8643] 


An Act To extend the Tariff Act approved May 27, 1921 


Be it enacted by the Senate and House of Representatives of the Uniied States of 
America in Congress assembled, That Titles I and V of the Act entitled “An Act 
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imposing temporary duties upon certain agricultural products to meet present 
emergencies and to provide revenue; to regulate commerce with foreign countries: 
to prevent dumping of foreign mere handise on the markets of the United States: 
to regulate the value of foreign money; and for other purposes,”’ approved May 
27, 1921, shall continue in force until otherwise provided by law. 

Approved, November 16, 1921. 


Mr. Rerp. The antidumping law applies when the Secretary of the 
Treasury finds that an industry in the United States is being, or is 
likely to be, injured, or is pre vented from being established, by reason 
of importation into the United States of foreign merchand se. 

By section 2 of this bill there is inserted in this language the word 
“materially’’ before the word “injured.” 

It occurs to me that an industry can only be materially injured after 
importation has been had and the loss of business occurs. Is this not 
a material change in the intent and the purpose of the existing dumping 
law; and would not this change, to all intents and purposes, nullify the 
Antidumping Act? 

Mr. Granam. Mr. Reed, if I may make just a preliminary observa- 
tion, many of the words in the customs law are words of art. If I may 
be permitted, when we get to the legal questions on this, | would like 
our counsel here, Mr. Nichols, to answer them, because sometime in 
the future, if this bill is passed, there may be provisions which would 
be subject to court review. Looking at the legislative history, I 
wou d not wish the court to say: 

“Well, a certain word was used, and that answers it specifically.” 
If I may, on these legal questions, I would like to ask Mr. Nichols to 
answer them for me. 

Mr. Reep. We would be glad to have him do so. 

Mr. Granam. This is Mr. Philip Nichols, Jr., who is an assistant 
general counsel of the Treasury. 

Mr. Nicnous. Mr. Chairman, as I understand Mr. Reed’s question, 
he asks whether this bill would detract from the provisions of the 
antidumping law, which requires the Secretary to take action in the 
event that injury to an American industry is threatened. 

The answer to that is that the bill would require him to take action 
in such a case, just as the present law does. There is no change 
effected in that respect. 

Mr. Rerepv. What about the word “materially” there? That is not 
in the Dumping Act. 

Mr. Nicuous. If a material injury were threatened, he would take 
action, just as he would now. The only change in this language is to 
make it clear that he is not called on to take action in a case of an 
insubstantial injury or a de minumis injury. 

Mr. Rerep. Then it does change the dumping law. 

Mr. Nicnons. We have never understood that the law required us 
to take action in the case of an insubstantial injury, and we have never 
done so. This is, in practical effect, declaratory of the existing law. 

Mr. Resp. Who would be interested in securing a dumping order 
after the imports have materially injured his business, or after he may 
be out of business? 

Mr. Nicuois. Sometimes the dumping orders are issued by reason 
of threatened injury, and sometimes on account of injury that has 
already been experienced. The present law and our bill both provide 
for both types of situation. 
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SECTION 13. VALUE 


_ Mr. Reep. Looking at section 13, I wonder if I place the proper 
interpretation upon this section. 

On page 18 of the bill, section 13 repeals the existing section 402 of 
the Tariff Act of 1930, does it not, and establishes, therefore, an en- 
tirely new system of appraising imported merchandise? 

Mr. Nicuous. It amends it by substituting a new section. 

Mr. Reep. Does it not really strike it out? 

Mr. Nicuous. I did not understand your question. Would the 
clerk read it? 

Mr. Resp. I say, does not section 13 practically wipe out section 
402 of the Tariff Act of 1930? 

Mr. Nicuous. No, sir. It makes a number of material changes in 
it; it does not wipe it out. 

Mr. Reep. How long have the provisions under section 13 been in 
operation? 

Mr. Nicuous. Was your question: How long have the provisions of 
the present section 402 been in operation? 

Mr. Reep. As to the procedure followed under section 13, as to 
values, how long has the Government been engaged in that? 

Mr. Nicnots. It is my understanding that the Government has 
operated under provisions substantially the same as this for about 30 
vears; but I would like to ask Mr. Johnson of the Bureau of Customs 
if he can give more detail as to that. 

The Cuarrman. Mr. Johnson, please come forward and identify 
yourself by giving your name, your address, and the capacity in which 
you appear, for the benefit of the record. 

Mr. Jounson. My name is W. R. Johnson, assistant to the Com- 
missioner of Customs. 

The present valuation provisions are substantially those that were 
enacted in 1922. The foreign or export value provisions came in 1 
vear earlier, in the Emergency Tariff Act of 1921. 

Mr. Reep. Now, Mr. Johnson or Mr. Nichols, have there been a 
large number of court decisions which would be more or less upset if 
you make this change? 

Mr. Nicuous. Unquestionably a number of court decisions will be 
upset if this change is made. It was our intention in drafting it to 
change the rule that had been announced in some court decisions. 

Mr. Reep. Yes. About how many of those decisions dealing with 
different problems will be upset if this section is passed? Will it 
create more litigation? 

Mr. Nicnois. It would be impossible to state the number, by 
number of court decisions, because there have been a great many 
court decisions announcing a single rule; but we can designate, if 
you wish, the rules laid down by court decisions, the most important 
ones which are affected by this bill. May I ask Mr. Johnson to 
do that? 

Mr. Jonnson. In the first place this would eliminate the applica- 
tion of certain court decisions relating to foreign or export value 
It would not upset them. It would just make them no longer 
material. 

Two classes of decisions occur to me as the major field of upset. 
First are those which relate to restrictions on offers to sell. Al 
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definitions of value now include the term “freely offered.’”’ That 
has been so narrowly interpreted by the court that it tremendously 
increases the administrative difficulty of appraisal. Therefore, there 
are certain definitions of ‘freely offered”’ set out in this bill with the 
clear, definite purpose of overcoming some of these decisions which 
require consideration of what we feel to be immaterial restrictions 
on the offer. 

Mr. Reep. Mr. Johnson, generally speaking have not the im- 
porters and exporters in that field become very familiar with the 
method of determining value, as provided in the decisions that you 
speak of? 

Mr. Jounson. Unfortunately, sir, | think they have. They are so 
familiar that they can frequently select their basis of appraisement 
by putting immaterial restrictions in their contracts, a situation 
which we hope to eliminate. 

Mr. Reep. Tell me something about this, because I want to know. 
I am interested in this, of course. What is the nature of these restric- 
tions that you are trying to overcome? What do they do? Do they 
affect the revenue? 

Mr. Jounson. It enables the importer and exporter to make arrange- 
ments toge her to put immaterial restrictions in their contracts, so 
that a particular basis of appraisement will be avoided. When | 
say “immaterial’’ | mean commercially immaterial and not legally 
immaterial. 

The situations vary in the different cases, as to the basis of appraise- 
ment they may seek. For example, they may want to avoid foreign 
value because they think export value would be lower. They might 
want to avoid both foreign and export value, and even United States 
value, in order to get to the cost of production, because they think 
that might have a lower result. 

The nature of these restrictions, I think, is illustrated by a couple 
of examples. Many vears ago the court established that a sale which 
limited the resale to a certain geographical area—in other words, 
allotting sales districts to particular customers, which is one of the 
commonest situations in commercial dealings today—precluded the 
finding of a “free offer.” 

Another restriction which we regard as glaringly insignificant in 
most cases where it is used is that which prevents resale. For example, 
in a specific case we had bottle tops sold to bottlers with a provision 
that they must not resell them except on the bottles. It was held 
there was no “free offer.” 

The second general class has to do with determining the usual 
wholesale quantities. The courts have decided in a long course of 
decisions that what is usual in trade is determined by the greatest 
number of transactions and not by the greatest volume of goods. We 
believe that it is more realistic to determine the usual practice by the 
greater volume of goods. A particular example of that occurred 
recently in the case of certain timber products. Eighty percent of the 
product was sold in carload lots; but odd sizes were frequently ordered 
to fill in the stocks on hand, so that about 60 percent of the sales 
accounted for about 20 percent of the volume. That 20 percent of the 
volume, incidentally, was 20 percent higher in price. It just made 
an unrealistic basis of valuation. 
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Those, I think, are the definite cases that we propose to upset by 
new legislation. 

Mr. Reev. Pardon me, Mr. Johnson. I know you are a great 
expert in this field, and you probably have great knowledge of it, 
having spent considerable time in formulating this legislation; is that 
right? 

Mr. Jonnson. Yes, sir. 

Mr. Reep. Were any of the chief importers and exporters called in 
and consulted, or is this their first opportunity here? 

Mr. Jounson. May Mr. Nichols answer that? I did not call in any. 

Mr. Reep. Isee. I just want to get the record clear. 

Mr. Nicnous. Mr. Chairman, a number of the principal importers 
were called in and consulted with respect to this bill. 

Mr. Reep. With reference to this particular bill, or valuation also? 

Mr. Nicnotrs. Very largely with respect to this section. Their 
advice was sought to a very considerable degree with respect to this 
section. I might add, with respect to section 402, that we have 
hundreds of cases that arise every vear that indicate that in spite of 30 
vears of experience the importers are still unable to determine how 
their merchandise is to be valued, and the volume of litigation which 
goes to the courts with respect to section 402 every year remains large 
in spite of 30 vears ef experience. 

Mr. Reep. I see. In subsections (d) and (e) here you make 
reference to “comparative value’’ and ‘‘constructed value.” So far 
as I can ascertain, those are entirely new, and vest an appraiser with 
discretionary power in applying the conditions of these sections; is 
that right? 

Mr. Nicnous. No, sir. The section (d) which you refer to, “com- 
parative value,” sets out a very definite standard, and if the appraiser 
misapplies the standard his decision will be reviewable on appeal to 
the courts just as if he misapplies any other standard. 

For example, if you take an importation of plates which are 8 
inches in diameter, and you have no “freely offered”’ prices under the 
present law, vou have to go to the cost of production, which is a 
costly and time-consuming process. Now, it might be that there 
were plates similar in all respects which were freely offered and sold, 
which were 10-inch plates. Under this amendment the appraiser 
would be permitted to take into consideration the “freely offered’’ 
price of the 10-inch plates, even though they were not the same mer- 
chandise as the 8-inch plates he was appraising. 

We believe that that affords a far more definite standard than the 
cost of production, which he might have to use now. We believe, 
also, that it will be a great timesaver because it will eliminate the 
necessity for costly and time-consuming investigations and inquiries 
in a foreign country. 

Now, you asked about the “constructed value’? 

Mr. Reep. Yes, sir. 

Mr. Nicuous. That is the so-called cost of production in the 
present law under a new name. It was our belief that that words 
“cost of production” were misleading in that the statutory formula 
which was called cost of production was not that in a true cost- 
accounting sense. Rather, the cost of production is a construction of 
an equivalent to the statutory export value. We thought that the 
term “constructed value” was a better term, but essentially it is the 
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same thing, except that the fixed mark-ups are eliminated. The 
mark-ups for overhead and profit are made to be the mark-ups 
actually experienced instead of the arbitrary minimums which you 
will find in the present section 402. 

We hope that constructed value will be made use of in very few 
instances because we hope that the other methods, which are preferable 
and more commercially realistic, will be available in the overwhelm- 
ingly largest number of cases. 

Mr. Reep. It struck me that subsections (d) and (e) in section 402 
were quite a radical change from the existing provisions of section 402 
of the Tariff Act. It instructs the appraiser in very definite language 
what he must do. 

Mr. Nicnous. We submit, Mr. Reed, that the language in this bill 
is very definite. We think it will be easy for the appraisers. 

Let me say that the customs appraisers also assisted us in framing 
this bill, and the customs appraisers were of the opinion that it would 
afford them a definite and specific guide for action in the cases that 
came under them. 

Mr. Rerep. Did the importers and domestic exporters or any Gov- 
ernment officials urge this change? 

Mr. Nicos. Is your question whether any importers’ groups 
urged this change? 

Mr. Resp. Yes. 

Mr. Nicuous. May we inquire and put that information into the 
record? I know that after having seen it in the bill they have ap- 
proved it. Whether they urged it prior to inclusion in the bill I 
do not know. 

(The information is as follows:) 

Assuming that Mr. Reed’s question relates to subsections (d) and (e) of the 
proposed amendments to section 402 of the Tariff Act of 1930, which are set 
forth in section 13 of the bill, the answer is that some importers’ groups urged 
action along the general lines of these two subsections, but the specific proposals 
before the committee were worked out by the Treasury Department. 

Mr. Jounson. Mr. Reed, every provision originated with the 
Treasury Department. There were some comments offered by 
importers, 1 believe, but 1 do know that the framework of this was 
originated by the technical customs officers. 

Mr. Reep. Of course, the Treasury Department did call in the 
importers and exporters, as you have said. I was wondering if this 
particular provision was brought up with them, because it looks to 
me as though they were making, perhaps, a drastic change. I do 
not know, but it looks like you are making quite a drastic change 
with relation to a very technical and complicated system which has 
been in operation for a long time, and under which the courts have 
tried to clarify the whole procedure. 

| am wondering to what extent this would create a lot of confusion 
and a large amount of litigation, to work out this whole situation. 

Mr. Nicnoxis. This whole provision was gone into extensively, after 
it had been drafted, by representative importers, and we are of the 
opinion and of the impression that it is approved by the overwhelming 
majority of importers and persons experienced in customs procedure. 
We believe that any objections to it are relatively scattered. 

Mr. Reep. Do you consider that this section— 

The comparative value of imported merchandise shall be the equivalent of the 
export value as nearly as such equivalent may be ascertained or estimated on the 
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basis of the export or United States value of other merchandise from the same 
country which is comparable in construction and use with the merchandise under- 
going appraisement, with appropriate adjustments for differences in size, material, 
construction, texture, or other differences - 

delegates excessive discretion? 

Mr. Nicnous. We consider that the scope of discretion of the pro- 
vision you mentioned, Mr. Reed, is extremely narrow, and further- 
more we consider that this provision involves a situation where, under 
the present law, vou have to determine value according to the cost of 
production which would be much harder to ascertain, and less certain 
than under this section. 

Mr. Reep. Yes; I agree with vou that the cost of production has 
been more or less a thorn in our side in determining value. 

Mr. Nicnois. We are glad to have vour agreement, sir. 

Mr. Reep. I have had some experience with that. 

Mr. Nicuoxs. This bill does not repeal the provisions of section 501 
of the Tariff Act. 

There is no provision in the bill to affect the review by the customs 
court. That review would be conducted just as it is at present. 

Mr. Reep. That is, the courts will not review a discretionary act 
on the part of an official; is that right? 

Mr. Nicnous. That is not exactly the way I would say it, sir. 
When an appeal to reappraisement is taken the court itself makes the 
appraisal. It is not a question of reviewing anything. 

Mr. Jounson. Mr. Reed, may I suggest as to this question of dis- 
cretion, that I believe the particular language which would be intro- 
duced in section 402 is more in relation to 402 together with the exist- 
ing provisions of section 500 of the Tariff Act, which contains, and has 
for many years, this identical description of the function of the ap- 
praiser which you have suspected to be discretionary. It is not new 
to the Tariff Act. It is a mere restatement here of some of the mate- 
rial that is already in section 500 for the purpose of correlation. 

Mr. Reep. It is really a principle of law, is it not, that the courts 
should not review discretionary acts of an official of the Government, 
unless there is some gross abuse involved? I can see where they might 
under this circumstance. 

Mr. Jounson. Mr. Reed, in appraisement litigation the court 
starts out with the statutory presumption of the correctness of th: 
appraiser's action. Then it receives evidence, and if there is any 
evidence at all it considers that evidence to make 

\ir. Reep (interposing). To overcome the presumption” 

Mr. Jounson. To make an original finding of value, not a review o! 
the appraiser's finding. So, this question of reviewing discretionary 
actions I do not think arises in appraisement litigation at all, Mr 
Reed. 

Mr. Reep. Does the principle that you have set forth apply to thi 
appraisement under section 213 (d)? 

Mr. Jounson. Yes, sir. 

Mr. Rerep. It would? . 

Mr. Jounson. Yes, sir. On appeal the customs court would mak: 
a determination of value if there was any evidence whatsoever to 
make a prima facie case against the presumption of correctness created 
by the statute for the appraiser’s finding. 
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Mr. Reep. I do not want to consume, Mr. Chairman, too much 
time here. There are a lot of these provisions here that I would like 
to review and go into, but 1 would like to see somebody else have an 
opportunity to inquire of the witness. 

The CuarrMan. You may proceed, Mr. Reed. 

Mr. Reep. That is all for the present, Mr. Chairman. Maybe ! 
will ask some additional questions later. 

The CuarnmMan. Mr. Secretary, I want to compliment you and 
those testifying with vou on your splendid statement in presenting an 
explanation of this bill 

If I gather correctly your testimony is to the effect that the present 
law is either so incomplete or ambiguous that the administration of 
the law is quite difficult, and consequently the expense of administra- 
tion has inereased, and likewise the number of controve rsies between 
the importers and the Government has also increased? 

Mr. Granam. I would say that is substantially correct. That 
meets our general purpose of trying to ask your committee and the 
Congress to unfetter the hands of customs and the importer in certain 
respects which we think would be of material benefit to both parties. 
That is the broad objective of this bill, Mr. Chairman. 

The Cuarrnman. Do the customs appraisers act for the Govern- 
ment and for the importer? 

Mr. Granam. The customs appraiser, sir, I believe since about 1842 
has been a Government officer. Prior to that time, | think the system 
was to have what was ¢ pon «da merchant appraiser, whereby a merchant 
in private industry or private business was called in and asked his 
opinion, and that char ange was made a little more than 100 vears ago, 
if 1 remember my customs history, sir. 

The CuatrmMan. The importer ts not represented by the appraiser 
is that right, it is just the Government? 

Mr. Granam. Well, the appraising officer is a Government officer 
who sets the value. It does not mean that importer always agrees 
with him, sir. That is why we have legislation. 

The Cuatrnman. Yes; 1 understand that. 

Mr. Granam. Yes, sir 

The CHarrman. But the person who does the appraising is s 
Government official? 

Mr. Granam. Yes, sir; that is correct. 

The CHarrMan. ry he is not connected in any way with the 
importer, and in no way does he re reamre sent the importer? 

Mr. Granam. That is correct, sir. 

The CHarrnman. Now, suppose ; ae Government is not satisfied 
with the appraisal, can the Government take an appeal from that 
appraisal? You have the Customs Court, do you not, where disputes 
as to appraisals are settled? 

Mr. Granam. Part of the judicial system of the United States, sir, 
consists of the Customs Court, that is correct, sir. 

The Cuarrman. What appeal is there from a decision of the Cus- 
toms Court? 

Mr. Granam. I think it is only in a very limited number of cases 
that an appeal is taken. May I ask Mr. Johnson to answer that? 

Mr. Jounson. Mr. Chairman, answering your second question 
first, there is an appeal from the United States Customs Court, first 
within the court itself, because an appraisal case is first heard by a 
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single judge. From his decision there is an appeal by either the 
Government or the importer to a board of three judges, and from the 
decision of that board of three there is an appeal on questions of law 
only, and not on questions of fact, to the United States Court of 
Customs and Patent Appeals. 

On your first question, if the Government is dissatisfied with an 
appraiser’s action the collector has 60 days from the date the ap- 
praisal is reported to file his appeal for reappraisement, and that is 
done, not nearly as often as importers appeal, but it is not an unusual 
appeal. 

The Cuarrman. Give us some idea, then, of the number of these 
appeals, and the delay which is caused by the appeals before they 
can finally be settled. When there is a disagreement of this kind, 
what becomes of the goods until the disagreement is settled, and when 
is the duty paid? 

Mr. Jounson. Before an importer can receive any of his goods he 
is required to deposit an amount of duty estimated by himself in 
the first instance, and approved by a Government officer. Until he | 
has deposited the full amount demanded by the Government as esti- 3 
mated duties he cannot receive any of his goods. 





















| The Cuarrman. Where is that deposit held pending decision of the 
appeal? . 
Mr. Jounson. It is held in the general fund of the Treasury. 






The Cuarrman. In the general fund of the Treasury? 
Mr. Jounson. Yes, and any refund is made from a special appro- 
priation. 












: The CrarrMan. So, the Treasury has the benefit of the use of the 
. fund until the dispute is adjudicated or settled? 
Mr. Jounson. Yes, sir. 
The Cuarrman. The extraordinary number of cases you have is 
occasioned by the condition of the present law? 
5 Mr. Jounson. My last information, up to a year or so ago, on the 
é average number of reappraisement cases filed per year was about 






6,000. I think it would be well to check that figure and give you the 
exact statistics for a few recent years, Mr. Chairman. 
The Crarrman. Do you have any idea what percentage that is of 
the total importations? 
Mr. Jounson. Might we insert that in the record too, sir? 
The Cuarrman. Certainly. 
(The matter referred to is as follows:) 










Statistics of entries received by Customs, 1947-51, and of appeals to reappraisement 
received by U’. S. Customs Court during same period 
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Mr. Jounson. I think we should limit the percentage relationship 
to formal entries, because that is the exclusive field of these appeals 
for reappraisement. 

The CuatrrMaNn. You say some of them go up to one man, and some 
go to a three-man board. On the average, how long does it take to 
dispose of those cases? 

Mr. Jonnson. They have lasted as long as 10 years. 

The CuarrMan. Ten years? 

Mr. Jounson. Yes. The average is probably two and a half to 
three years. 

The Cuarrman. Thank you. 

Mr. Jenkins. Then what becomes of the goods over which they 
litigate in the meantime? 

Mr. Jonnson. The goods have been released with the possible 
exception of a sample. 

Now, samples are not kept in all cases because in many cases the 
character of the merchandise is not very material to the case. It is 
seldom that the quality is the question in litigation or the character 
of the goods themselves. It is the custom of the trade and the pre- 
vailing circumstances in the trade rather than the character of the 
goods themselves which are usually involved in appraisement liti- 
gation. 

Mr. Jenkins. I expect that 10 years is the limit of the time that 
those cases are in litigation. What would be a fair average? 

Mr. Jounson. | think the average would be two and a half or three 
years. 

Mr. Jenkins. Anyhow, it takes 3 or 4 months to get the papers 
filed and to get the appeal perfected. 

Mr. Jounson. Yes, sir. 


GENERAL DISCUSSION 


Mr. Jenkins. Now, let me ask you one or two other questions. 
You provide in this bill for radical changes in the laws. As Mr. 
Coolidge used to say, “What is it going to cost?” Will it cost any 
more? 

Mr. Granam. Mr. Jenkins, the main objective of this bill is to 
unfetter the hands of Customs in certain cases, and it is our hope and 
belief that a reduction in some of the work would result from the 
passage of this bill and that there would be a monetary saving in cost. 

If | may repeat for just a moment, these provisions, generally 
speaking, are the outgrowth of a management engineering survey 
which was made by McKinsey & Co. of New York pursuant to the 
funds appropriated by the Eightieth Congress in 1947 for us to do 
this work, and the majority of these recommendations are to carry 
out what they say and what we concur in as being desirable reforms. 

Mr. Jenkins. In other words, you have had an engineering survey 
made with the idea of saving money and saving time and rendering 
better service; is that right? 

Mr. Grauam. We wanted to render improved service to the public 
at the least possible cost, and if this bill is enacted it will help us to 
accomplish that purpose, and we believe that there will be monetary 
savings made in the customs administration. 
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Mr. Jenkins. I have another question which I would like to ask. 
Of course, the very purpose of stabilise the Bureau of Customs is to 
protect American industry, and also to replenish the Treasury through 
revenue derived from customs. What would be the effect of this bill 
with reference to an increase in revenue, if any? If you cannot an- 
swer that question now, you can supply that for the record. 

Mr. Grauam. May we try to supply that to you for the record, sir? 

Mr. Jenkins. Yes. 

(The matter referred to is as follows:) 

Apart from section 24 (d), the effect of the bill in either increasing or decreasing 
revenue is considered to be too negligible to be estimated. According to the latest 
revised estimates, if we assume annual imports of 17.3 million tax gallons of dis- 
tilled spirits, which is estimated to be equal to 15.0 million proof gallons, the 
change from the wine gallon to the proof gallon basis with respect to spirits below 
proof under section 24 (d) would reduce tariff revenues by $2.6 million and rev- 
enues from the excise tax of $9 a gallon on imported distilled spirits by $17.2 mil- 
lion. But if H. R. 1535 beeame law after H. R. 4473, which increases the excise 
rate on distilled spirits to $10.50, the reduction in tax revenues would be $20.1 
million. However, it is estimated that if a tax equal to the rectification tax of 30 
cents per proof gallon is imposed on imported rectified spirits, as proposed in see- 
tion 24 (e) of the bill, there would be an offsetting increase of $4.6 million. Thus 
the net annual loss of revenue would be $15.6 million under the $9 rate, and $18.1 
million under the $10.50 rate. 

Mr. Jenkins. That is very important to me, at least, when we are 
spending so much money, and when we are making radical changes. 
If it is going to result in the employment of additional personnel, 
naturally it will result in added expense. Then we will have to look 
into it. 

Mr. Grauam. I think, if I may make a general statement, these 
administrative provisions of the customs law, if enacted, would result 
in monetary savings to us in our customs appropriation. If they do 
increase or expedite the flow of international trade by enabling the 
importer and the customs to do the work more quickly and promptly, 
presumably that would have an indirect effect on the revenue by 
bringing in more trade. However, our main purpose in presenting 
this to you is to carry out the purpose of the McKinsey & Co. survey 
in handling the administrative provisions which we think would 
increase the service to the public and would cost less money in our 
appropriation. 

Mr. Jenkins. Then let me ask vou another question. In the course 
of a year the Bureau of Customs deals with many thousands of people, 
no doubt, who import goods and merchandise. The amounts of some 
of these importations are small, and some are large, and some of the 
people are professional importers who make their living that way, 
and others are casuals. 

Now, you are proposing a drastic change here. It is going to be 
far-reaching, and a lot of people are going to be interested. I am not 
especially. interested because I am not as well posted on it as I ought 
to be, but what is the effect now with reference to complaints that you 
receive in regard to the changes you propose, and do vou have any 
considerable number of complaints from those with whom you deal 
mostly? What is the reaction in that connection? 

Mr. Granam. I think, sir, before you came in Mr. Reed had asked 
a substantially similar question, and Mr. Nichols had explained that 
the most far-reaching proposal in this bill is section 13 of the bill 
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which would make substantial changes in what is known as section 
402 of the tariff law. Essentially this section was drafted by the 
people in the Treasury Department pursuant to the recommendation 
of McKinsey & Co., and, therefore, when something was available to 
shoot at, Mr. Nichols and his associates in the Legal Division got the 
advice and counsel both of importing groups as well as others. 

Mr. Jenxtns. Already we are receiving some complaints from 
importers and other organizations, and also from some consumers of 
imported goods, some wholesalers, and others who have sold imported 
goods in the past. Some of them are in favor of this bill, and some of 
them are against it. I thought maybe in view of the fact that this 
thing has been talked about for quite a while that you could give us an 
idea of the reaction you have received toward it. 

Mr. Grauam. We believe, generally speaking, at least from our 
information, that it has more support than it does ‘“‘unsupport,” 
if | may use that word. 

Mr. Jenkins. That is all. 

Mr. Coorer. Off the record, Mr. Chairman. 

(Discussion off the record.) 

The CuarrmMan. Will it be convenient for vou and your staff to come 
back at 2:30 this afternoon, Mr. Secretary? 

Mr. Granam. Yes, indeed. 

The CHarrman. Then, without objection we will reconvene at 
2:30, and Mr. Curtis and some of the other members will want to ask 
you some questions. 

(Thereupon, at 11:50 a. m., the committee recessed until 2:30 p.m, 
the same day.) 

AFTERNOON SESSION 


The CHarrmMan. The committee will be in order. 

Mr. Secretary, are you ready to proceed? 

Mr. Granam. Yes, indeed, sir. 

Mr. Reep. You have completed your regular statement, have you 
not? 

Mr. Granam. Yes, sir. We have completed the statement for the 
record. 

I had one thought here that perhaps might be helpful to the members 
of the committee, a little further explanation of the way McKinsey & 
Co. conducted this survey and the agencies and the importing firms 
and others whom they contacted. During the luncheon hour we took 
occasion to make a list both of the departments in Government which 
McKinsey & Ce. contacted and also a list of the outside firms, both 
business and professional, that McKinsey & Co. reported to us that 
they had contacted, as the basis of helping them come to the recom- 
mendations which they did. 

If it would meet with the wishes of the committee, we would be glad 
to submit those two lists that might be helpful in showing whom they 
contacted. 

Mr. Reep. There is no objection to that, is there, Mr. Chairman? 

The CHarrMan. Without objection, they will be inserted in the 
record. 

(Material referred to follows:) 
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Exuisir LV 


McKinsey & Co. Survey or THE Bureau or Customs, Votume IIl—Orner 
GoverRNMENT Groups Wirth Wuom We Discussep Customs ACTIVITIES 
Durinc Our Survey 


Department of Agriculture, Bureau of Animal Industry 
Department of Agriculture, Bureau of Entomology and Plant Quarantine 
Department of Commerce, Civil Aeronautics Administration 
Department of Justice, Federal Bureau of Investigation 
Department of Justice, Immigration and Naturalization Service 
Department of State, Various Bureaus 

Department of the Treasury, Budget Division 

Department of the Treasury, Bureau of Accounts 
Department of the Treasury, Bureau of Internal Revenue 
Department of the Treasury, Bureau of Narcotics 
Department of the Treasury, Coast Guard 

Department of the Treasury, Office of the General Counsel 
Department of the Treasury, Personnel Division 
Department of the Treasury, United States Secret Service 
Executive Office of the President, Bureau of the Budget 
Federal Reserve Board 

Federal Security Agency, Public Health Service 

General Accounting Office 

International Civil Aviation Organization 

United States Customs Court 

United States Tariff Commission 


Exuisir V 


McKinsey & Co. Survey or THE BurREAv or Customs, VotumE II—ReEpReE- 
SENTATIVES OF THE PusBLic Wirh Wom We Hap Conracts 


{Figure in parentheses indicates number of contacts] 


Association or firm name: Location 
Air France Gander, Newfoundland. 
Airport managers (3) _-- Various. 

American airlines (6) Do, 

American Conditioning House Boston, Mass. 

American Products Counsel Washington, D. C. 

American Overseas Airlines...............---- New York, N. Y. 

American Tariff League Do. 

Braniff Airlines Houston, Tex. 

British Overseas Airlines... ...............--. Gander, Newfoundland. 

Brownsville Chamber of Commerce Brownsville, Tex. 

Calmar Steamship Co New York, N. Y. 

Colonial Airlines__- ere Do. 

Commerce and Industry Association of New Do. 

York. 

Comstock and Theakston_____________-- ‘ Do. 

Corral, Wodiska Y. Co___- Tampa, Fla. 

Cunard White Star Limes.....................- New York, N. Y. 

Customs broker (1) Denver, Colo. 
Philadelphia, Pa. 
Laredo, Tex. 

Eastern Airlines (3)____- Various. 

Erie Railroad Jersey City, N. J. 

General Managers Association___- New York, N. Y. 

Imperial Sugar Co Gaiveston, Tex. 

Importers and customs brokers (13)_.-...------ Detroit, Mich. 

Importers and brokers (15) San Francisco, Calif. 

J. Carroll Sheridan Co New York, N. Y. 

Maritime Association of the Port of New York... 

National Council of American Importers - - ~~ ~~~ Do, 

New Orleans Foreign Trade Zone New Orleans, La, 

New York Central Railroad Detroit, Mich. 
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McKinsey & Co. Survey or THE Bureau or Customs, Votume II—Repre- 
SENTATIVES OF THE Pusiic Wirh WHom We Hap Contacrs—Continued 


Association or firm name—Continued 


New York Customs Bar Association —-—-—-__ __-~_- New York, N. Y. 
New York Customs Brokers Association__-_-__-__-_ Do. 
New York Freight Forwarders & Brokers Asso- Do. 
ciation. 
New York Port Authority........._...--- Do. 
Pacific Coast Customs and F reight Brokers Asso- San Francisco, Calif. 
ciation. 
Pan American World Airways (7)_........----- Various. 
Peninsula and Occidental Steamship Co........ Miami, Fla. 
Pennsylvania Railroad Co_-___.........---- . New York, N. Y. 
Railway Express Agency, Inc. ..............-- Do. 
R. H. Macy, Ss ise pole tel Ht Mi ici Do. 
Rio Grande Fliers Association.___._...._._.___- Brownsville, Tex. 
eS SO, aoe ecatemamaawnmne Miami, Fla. 
San Francisco Chamber of Commerce______-__- San Francisco, Calif. 
Schenley International Corp____---............ New York, N. Y. 
Seattle Chamber of Commerce______-_-- _.. Seattle, Wash. 
Southern Pacific Lines. _—__-- is eee ap _. San Francisco, Calif. 
TACA Ph DR nike Wh Ne 4 Miami, Fla. 
Tompkins and Tompkins is ss .....-- Philadelphia, Pa. 
Trans-Atlantie Shipping (¢ ‘onference Kaenenc SO a ce. 2 
Trans-Canada Air Lines__ _- AM de - Do. 
Trans-World Airlines ; Se Do. 
Travelers and tourists (27)__- ~--<cc~ Various. 
United States Chamber Pe! Commerce_____....-. Washington, D. C. 
United States Lines . et apt ee emt ay? _. New York, N. Y: 
United States Steel Corp_ Prete ie il BE ein Do. 
Wall & Green Co__- : =o en be neta. Do. 


Mr. Reep. Now, Mr. Chairman, I nah unanimous consent to insert 
in the record a letter eg to me under date of August 3, 1951, 
signed by Charles P. Walter, Jr., chairman, drug, chemic al, and allied 
trades section, New York Board of Trade, Inc., address 291 Broadw: ay, 
New York 7, N. Y. The organization was organized in 1890. 

The CuarrmMan. Without objection, it may be inserted into the 
record. 

(The letter referred to follows:) 

Druc, CuemicaLt, aND ALLIED TRADES SECTION, 
New York Boarp or ge 2 Inc. 
New York 7, N. Y., August 3, 1951. 
Hon. Daniet A. REED, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN Reep: The drug, chemical, and allied trades section of the 
New York Board of Trade, Inc. (DCAT), through its membership of approxi- 
mately 700 represents a cross section of the country’s drug- and chemical-manu- 
facturing industries and others closely related thereto. The section is vitally 
interested in H. RK. 1535and as chairman of the section it is respectfully requested 
that the following comments receive your consideration and that the position of 
the section receive your support. Furthermore, it is also requested that these 
comments be made a part of the record of the hearings on this bill. 

Preamble-—The Department of State and the Treasury Department have 
written and stated that one of the purposes of H. R. 1535 is to implement the 
General Agreement on Tariffs and Trade proclaimed by Executive authority in 
provisional effect January 1, 1948. This to be achieved by modifying certain 
customs administrative provisions of the Antidumping Act ‘of 1921 and of the 
Tariff Act of 1930. This is a major purpose concealed under the proposed attrac- 
tive but misleading short title of Customs Simplification Act of 1951. These 
GATT provisions are extracted from the text of chapter IV, Habana Charter, for 
an International Trade Organization which charter has been abandoned for 
consideration by Congress. The sections of H. R. 1535 referred to are sections 
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2, 3, 13, 14, 20, 23, and 24. These suggested changes represent substantive 
modifications of customs administration policy deserving of most careful and 
searching examination by Congress and informed persons cognizant of our 
country’s economic interests. An example of particular interest to DCAT 
section is section 13 eliminating among other things American wholesale market 
selling price as a basis for customs valuation for competitive items in paragraphs 
27 and 28, certain items benefiting under section 336, Tariff Act of 1930, and also 
its related section 14 proposing a complicated system of conversion to other bases 
of valuation. 

In addition, section 20, which proposes change in system of foreign currency 
conversion for customs purposes to rates accepted by International Monetary 
Fund. The complications and implications of the GATT, both economic and 
political, have not vet been examined by Congress as they deserve to be studied; 
the present difficulties with Czechoslovakia are an example of this where the 
GATT temporary commitments complicate the execution of the will of Congress 
under section 5 of Public Law 50, Trade Agreements Extension Act of 1951, and 
hinder retaliatory measures against unfriendly attitude of that country in flout- 
ing one of our constitutional basic freedoms, the freedom of the press. 

Conclusions.—These background facts serve to explain the position of the 
DCAT section regarding H. R. 1535. First, in favor of customs administration 
simplification of those procedures which result in increased costs or hardship 
due to excessive delays in liquidation. Second, opposed to approval of H. R. 
1535 in its present form because it contains provisions which have little or noth- 
ing to do with simplification but have as their purpose substantive changes in 
customs administration policy to implement by indirection the GATT, such 
provisions should be considered very carefully at the proper time when the 
GATT is examined as a whole by Congress as indicated in section 10 of Public 
Law 50. Third, opposition to sections 13 and 14 of H. R. 1535 because there is 
no justification in proposal initiated by our own officials to prohibit yardstick 
of domestic values in customs valuation in Department of State publication 
dated September 1946 entitled “Suggested Charter for an International Trade 
Organization of the United Nations’? without prior consultation of Congress 
and interested persons. Fourth, further opposition to sections 13 and 14 because 
tariff rates have just been severely reduced at Torquay tariff negotiations on 
items in paragraph 27, Tariff Act, which are not vet even in effect generally; the 
effect. of these reductions on an industry essential to national defense and the 
general economy should first be evaluated bv experience without further disrup- 
tion due to changes in basis of valuation. Fifth, opposition to section 20 as being 
premature because International Monetary Fund has been unable to function 
and at present can only accept arbitrary foreign currency rates proclaimed by 
foreign governments. Sixth, opposition toany move at the present time which 
might permit modification of provisional application of the GATT which allows 
contracting parties to withdraw without prejudice 60 days after notification; 
this for instance in attempt to preserve some freedom of action until complete 
settlement for our country to deal with Czechoslovak situation. 

Recommendations.—The DCAT earnestly requests the House committee, one, to 
consider segregation of controversial sections 2, 3, 13, 14, 20, 23, and 24 from the 
present text of H. R. 1535 for consideration at the proper time when the GATT 
as a whole comes under congressional review, and secondly to consider sympa- 
thetically the balance of sections in the bill strictly on the basis of justifiable 
simplification after careful examination by the House, by customs authorities, 
customs lawyers, and brokers and by importers. 

Respectfully yours, 
Cuas. P. Water, Jr., Chairman. 


The Cuarrman. I will read for the record and ask that it be made 


part of the record a short letter from Clarence R. Miles, of the United 
States Chamber of Commerce, under date of August 3, 1951. 


Hon. Rorert L. Dovenron, 
Chairman, Ways and Means Committee. 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cuarrman: The Chamber of Commerce of the United States believes 
that the Tariff Act of 1930 should be amended in order to simplify its operations 
to reduce expense and delav incident to its administration and to eliminate 
inequities which add to the difficulty of enforcement. 
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We believe that H. R. 1535 would accomplish those needed reforms. We 
therefore hope that it will receive your most serious consideration. 

I am attaching two pertinent statements. The first is a resolution adopted 
bv the membership of the national chamber. The second is a statement of the 
Canada-United States Committee made up of representatives of this organization 
and the Canadian Chamber of Commerce. This latter statement was approved 
by our board of directors. 

: Cordially vours, 
CLARENCE R, MILEs. 


I am offering this letter for the record, and, without objection, it 
will be inserted in the record together with the attachment. 

(The material referred to follows:) 

CHAMBER OF COMMERCE OF THE 
Unrrep States or AMERICA, 
DEPARTMENT OF GOVERNMENTAL AFFAIRS, 
Washington 6, D. C., August 8, 1951. 
Hon. Ronert L. Doveuron, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CuatrmMan: The Chamber of Commerce of the United States believes 
that the Tariff Act of 1930 should be amended in order to simplify its operations 
to reduce expense and delay incident to its administration and to eliminate 
inequities which add to the difficulty of enforcement. 

We believe that H. R. 1535 would accomplish those needed reforms. We 
therefore hope that it will receive your most serious consideration. 

. I am attaching two pertinent statements. The first is a resolution adopted 
by the membership of the national chamber. The second is a statement of the 
Canada-United States Committee made up of representatives of this organization 
and the Canadian Chamber of Commerce. This latter statement wes approved 
by our board of directors. 
Cordially vours, 
CLARENCE R. MILEs. 


MEMBERSHIP STATEMENT 


We recommend that all countries seek to modernize, simplify, and standardize 
their consular and customs administrative regulations and consular and trade 
formalities and documentation by thorough and over-all revisions. We need 
immediate administrative and legislative action to effect modernization and 
simplification of our customs administrative regulations and customs provisions 
of our tariff laws. 

The Treasury Department should immediately effect desirable changes which 
can be accomplished by administrative action, and transmit to Congress its recom- 
mendations for changes requiring legislative action. The Treasury Department, 
in cooperation with its Customs Bureau, the Departments of State and Com- 
meree, the United States Tariff Commission, and any other appropriate Govern- 
ment agencies, should continue to survey such laws and regulations. 


CANADA-UNITED STATES COMMITTEE STATEMENT 


The Canada-United States Committee emphatically reaffirms previous recom- 
mendations looking toward improvement and simplification of customs adminis- 
tration, 

In light of the present critical international situation and in the interest of 
continental defense, all possible clarification in trade relationships between the 
two countries is imperative. The Committee, therefore, urges immediate passage 
of the United States Customs Simplification Act of 1950 (now knovwn as H. R. 
1535, the Customs Simplification Act of 1951). 


The CuatrmMan. Mr. Cooper, do you have anything? 
Mr. Cooper. No. 
The Cuarrman. Mr. Simpson. 
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SECTION 13. VALUE 


Mr. Srmpson. Mr. Graham, at the present time, on exports from 
France to this country, what is the value on which the duties may be 
levied? 

Mr. Grauam. In our statement, sir, we pointed out that there are 
two methods of valuation: The foreign value, or the export value, 
whichever is higher. 

Mr. Stmpson. By the foreign value do you mean the price at which 
the commodity is generally sold in the home market? 

Mr. Granam. Yes, sir. 

Mr. Simpson. And if the foreign value is higher than the export 
value which is placed on it, our tax is levied against the foreign value 
sales price; is that correct? 

Mr. Grauam. The value is based on the higher of the two, and in 
this case, we assume that the duty would be measured on a percent 
of the value. 

Mr. Simpson. Under this proposed new method, how will you levy 
the duty; against what? 

Mr. Granam. We would prefer to use, sir, the export value. 

Mr. Simpson. Would you prefer to use the export value even 
though, as a matter of fact, that was lower than the foreign value? 

Mr. Granam. We believe that the export value is the preferable 
first basis of determining valuation. 

Mr. Simpson. I assume you believe that because that is what this 
bill recommends; if | understand it. 

Mr. Granam. Yes. 

Mr. Stwpson. When you say you prefer the export value method 
to the foreign value method, you are saying, are you not, that there 
might be two different prices by the exporting company, one for the 
home consumer and another for the export market? 

Mr. Granam. Yes, sir. I think that is inherent now in the law 
when it says you take one or the other. 

Mr. Simpson. But you take the higher. 

Mr. Granam. It would be unusual, I assume, for both of them to 
be equal. 

Mr. Simpson. But you said you would take the higher. 

Mr. Granam. Under the present law; yes, sir. 

Mr. Simpson. And are you going to give up taking the higher and 
take the export value? 

Mr. Granuam. Yes, sir. 

Mr. Simpson. Assuming there is no increase in imports, will that 
not mean a loss of revenue to the Treasury? 

Mr. Granam. We don’t feel that it would be substantial, sir. 

I think probably if we went back through the records, we would 
probably show that sometimes the export is higher, sometimes the 
foreign. 

Mr. Stimpson. Why do you want to change it? 

Mr. Granam. We want to change it, sir, because it is a very cum- 
bersome method of trying to find the value in the home markets in the 
foreign countries. That is particularly true in these later years where 
internal taxes have been levied on many products. That has made 
many complications for us as to whether or not they should or should 
not be included. 
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That is one difficulty, from our viewpoint. 

Mr. Simpson. You do not think it would be a substantial loss to 
the Treasury then, do you? 

Mr. Granam. That is our opinion, sir. 

Mr. Simpson. Do you have an estimate on it? 

It is not often the Treasury comes here and wants to reduce the 
“take.’’ They usually are for increasing the revenue and I cannot 
understand this. 

If you assume, Mr. Graham, thesame volume of imports and you 
had used this new method during the past year, how much less money 
would have been collected? 

Mr. Granam. We do not have an estimate on that. It is just our 
judgment, sir, that it would not be a substantial difference. 

Mr. Simpson. Suppose the country abroad chooses to have a two- 
price system and they deliberately make the export price considerably 
less than the foreign value price, is that not a way for them to dump on 
our market? 

Mr. Granwam. Sir, it would stimulate a good deal of competitive 
forces from your illustration, and I gather you are speaking of a con- 
trolled market. 

Mr. Simpson. Yes. IL am speaking about having a price for the 
home consumer and then having an export price, which is less, made 
for the foreign market. We say that it would encourage dumping 
because instead of taking the higher of the two as our value we are 
going to take the export value, which might be the lower. 

Mr. Granam. I should think our own importers in this country, sir, 
would probably want to shift to a supplier from another country if, in 
a controlled market, the price got out of line. 

Mr. Simpson. If the export price at which, for example, France 
ships to us in less than the price they get from the French consumer 
and if the tariff is levied against the export value, is it not natural that 
they would add a few surpluses? If they have a surplus of goods and 
they want to get the export market, are they not going to force on to 
our market their surpluses and are they not being encouraged by us 
when we use the lowest value? At the present time we take the higher 
of the two values and levy a tax on that. Now we are going to take 
the lower. 

Mr. Granam. | think, sir, that you are worried about dumping of 
the commodities. 

Mr. Simpson. Of course. That is what I am talking about. 

Mr. Granam. | am sorry; | misunderstood your question. I was 
thinking of the free competitive forces in this country, of the depart- 
ment stores and others, who would be buying merchandise in, let us 
say, France. If the price got out of line they would probably buy 
somewhere else. 

As to your specific question on dumping, may I ask one of my 
assistants here to answer one of your questions specificaily on the 
dumping? 

This is Mr. Nichols, sir, the assistant general counsel. 

Mr. Nicnous. | would like to say, with regard to dumping, that if 
you had any systematic cutting of the export price as compared to 
the home market price, without going into technical details, you 
certainly have a dumping situation. 
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And you have a question whether our dumping law covers that. 
That dumping law is very carefully drafted to take care of just that 
situation. Under the dumping law, the sales in the home market will 
continue to be considered. It would be one of the factors in determin- 
ing whether or not there is dumping. 

Mr. Stimpson. Yes. But at the present time that is a point I would 
like to hear more about because where you take the foreign value, 
which I understand to be the price at which the commodity is offered 
for sale on the home market, if you take that value and levy your 
duty on that, you have a protection against the dumping. What you 
will do under this bill is to take the export value and then you say that 
if it appears there is a cutting for the export market, which might be 
dumping, then you say there is a relief provision, antidumping pro- 
vision. 

But is not that method time-consuming and uncertain in its effects? 
And by whom would that be administered? 

Mr. Nicuous. That would be administered by the Treasury De- 
partment. 

But we consider the antidumping law as a very effective legal 
weapon against dumping. On the other hand, there is no advantage 
in complicating the customs appraisement through the use of the 
foreign value. The ordinary appraisement is a very much less effective 
device against dumping. It increases the duties only in relatively 
small amount. The additional duties under the antidumping law are 
quite heavy. 

It is true that the procedure under the antidumping law takes a 
little time to complete, but the law is very effective in stopping 
dumping from the very outset of it, because whenever a dumping 
investigation is instituted the importer is required to file a special 
bond to secure the Government against any additional duties that 
might be assessed, and the appraiser does what is known as with- 
holding his appraisement. That means he does not find the value of 
the merchandise until the dumping issue is settled. 

So that we have found, as a practical matter, that wherever there 
is possibility of dumping, that the mere initiation of an investigatior 
is nearly always suilicient to either stop the dumping or stop the im- 
ports; one or the other. 

Mr. Stimpson. Where is this McKinsey report? Where do we get 
copies of that? We do not have it in our file. 

It is largely the basis for this bill, is it not? 

Mr. Granam. That is correct, sir. 

The copies which we had received from McKinsey & Co. were mad: 
available to the Appropriations Committees both of the House anc 
the Senate. 

Mr. Simpson. Are there copies for the members of this committee’ 
The bill, after all, is before the Ways and Means Committee. 

Mr. Granam. We do not have any extra copies, sir. We had onl, 
enough for those. 

It is a nine-volume edition, quite substantial, if | may say so. 

Mr. Stmpson. But is there a summary of it? 

Mr. Grauam. I find, sir, that the Ways and Means Committee doe- 
have one copy. We have five other copies available. 

Mr. Stupson. I was told down at the office that the Wavs an 
Means Committee did not have it. 
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Mr. Granam. It is on its way. 

Mr. Simpson. We have not had time to go over it; let us put it 
that way. 

Mr.-Granam. I am sorry. 


GENERAL DISCUSSION 


Mr. Siupson. Is it your belief that adopting this law will increase 
the ease of importing? Is that the principal purpose of the bill? 

Mr. Grauam. The ease of what, sir? 

Mr. Stupson. Of importing goods. 

Mr. Granam. Yes, sir; that is our opinion. 

Mr. Simpson. Would it lead to an increase of imports? 

Mr. Granam. We have not tried to measure it on that basis, sir. 
We have tried to measure it on the basis of expediting the work that 
we have to do and expediting the work for the importer, making it 
easier for him to transact whatever his business workload is. 

Mr. Stmpson. Is it not vour purpose or intent to affect the volume 
of imports through this legislation? 

Mr. Granam. We are not pressing that point of increase or decrease 
of imports, sir. We are trying to press the point that whatever the 
load-of business is, it takes a certain amount of paper work both for 
the importer and for customs, and we were trving to see how do do 
that job better, quicker, easier, and at less cost to the Government. 

Mr. Srmpson. Yes. You are hoping to save the Government some 
money in the administration and to make it easier for the businessman 
as an importer, too; is that right? , 

Mr. Grauam. Yes, sir; that is correct. 


SECTION 13. VALUE 


Mr. Stwpson. I think that is commendable. But I was referring 
to this when I mentioned one of the principal parts of the method of 
valuation: What you are doing is making it much easier for foreign 
countries to send goods here under a two-price system. Where now 
we have a choice and take the higher of the two values, we will be 
hound to accept the export, which would be lower than the home 
market price, if they are coming into the export market. 

Mr. Graunam. Sir, if I may make this observation, | would think 
that MeKinsey & Co., in going through the customs procedures with 
the list of people that I just submitted there, would be interested 
primarily in accomplishing the same objective that we are: Of how 
do you do the business better, quicker and easier. When they came 
up with this recommendation we found it very persuasive. 

Mr. Simpson. I can see why, from an importer’s viewpoint, that 
might follow; but I do not see why, from our viewpoint, taking the 
over-all picture, it would follow. If I understand, at the present time 
vou use the foreign values. If you cannot determine that you use the 
export values. 

Mr. Granam. Yes, sir. 

Mr. Simpson. Failing that, vou use the United States value and, 
No. 4, the cost of production. Is that right? 

Mr. Granam. You are correct to this extent, Mr. Congressman: 
There are at the present four systems, but the first is the foreign 
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value or the export value, whichever is higher. In other words, you 
have a dual computation to make. Failing those, you go to the 
other two. 

Mr. Simpson. And under our new method, under this bill, you take 
the export value. 

Mr. Granam. That is correct. 

Mr. Simpson. Failing that, you take the United States value. 

Mr. Granam. Yes, sir. 

Mr. Stupson. The comparative value and the cost of production. 

Now we have a choice between foreign value and export value, but 
under this bill we stick to export alone. We are getting back to 
where we started and I do not see why you want to change. Today 
if you cannot determine the foreign value easily you take the export 
value. Now you say that even if you know what the foreign value 
is you are going to take the export value. Why? 

Mr. Granam. Out of the two choices we have to take whichever 
is higher. 

Mr. Simpson. Under the present law that is true, but under the 
new law you will take the export value, which generally is lower than 
the foreign value, is it not? 

Mr. Grauam. I don’t believe that it is generally lower. 

But may I ask Mr. Johnson just a moment if he can address himself 
to that point? 

The CHAIRMAN. Surely. 

Mr. Grauwam. It relates back to your previous question. 

This is W. R. Johnson, assistant to the Commissioner, Mr. 
Congressman. 

Mr. Jounson. There are no statistics known to me that would 
enable me to give you figures on the relative quantities of importations 
which are appraised at export or foreign value, but 1 can say with 
considerable assurance that, in general, export value and foreign value 
are thesame. That is the normal situation. The courts have recognized 
that by stating that in the absence of other evidence the invoice 
covering the sale to the United States is evidence of foreign value. 

Where there are differences they would generally fall into three 
categories. No. 1—and up until very recently the most important 
one—would be occasioned by internal taxes making the foreign value 
higher than the export value. That is no longer the situation because 
of certain important court decisions holding in specific cases that the 
particular foreign tax was not a part of foreign value under the statute 
as it is written today. That eliminated a very substantial portion of 
the cases in which foreign value was higher than export value. 

The second principal reason for foreign value being different or 
higher than the export value is by reason of the differences in quan- 
tities sold for export and the quantities sold in the home market. 
It is one of the very commonest of business practices to allow quantity 
discounts, and where large volumes of goods are sold they are generally 
sold at lower prices than smaller volumes because of the difference in 
the incidence of overhead and so forth. 

Now, as our analysis states, in the smaller countries the volume of 
goods in the domestic sale will average much less than the volume of 
of goods in an export sale. For that reason, because the quantity 
discount is not allowed, the foreign value is apt to be higher. 
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, 

The third and by far the least category in my ex ‘perie nee has very 
rarely existed, but it certainly could exist, and that is the case where 
there is a double policy in the industry, of maintaining two prices. 
There will be a high price at home, usually because of some cartel 
or monopoly situation—not very often a Government policy, but 
some industry monopoly or industry cartel will get together and fix 
prices high at home and have a lower export price. 

Our average duty is probably in the neighborhood of 25 percent. 
So that collecting a quarter of the difference e does not tend very 
strongly to suppress that practice, but our dumping law does because 
as soon as there is any indication of dumping, the appraisement is 
suspended, and every rae of dumping is retroactive to every 
importation that comes in after we first get the breath of suspicion 
in the case. 

Mr. Simpson. But now you will have a law which says that the 
export price, export value, is the one we are using, and that would 
not be dumping if they use that price. 

Mr. Jounson. Pardon me, sir, but that is definitely not the effect 
of this law. 

Mr. Simpson. Will you point that out to me, please? 

Mr. Jounson. The Antidumping Act is a different statute. That 
was enacted in 1921 and it has its own valuation provisions. It 
says that a dumping duty will be assessed in a dumping case equal 
to the difference between the purchase price and the fair value. The 
fair value is defined in the first instance as the price at which the 
merchandise is sold in the home market. 

The dumping law differs from the duty law in that it specifically 
requires us to make allowance for these internal taxes and for quantity 
discounts. So it brings the fair value down essentially to a normal 
export value, not a dumping export value but a normalone. There is 
nothing in this law that will alter that in any way or will put any 
blessing on dumping. 

Mr. Simpson. That is what I am wondering about. We had 
a law in 1921 and now we have a law in 1951. In 1951 we say that 
we use as the basis of that the export value, which, after all, is set 
by the shipper and not by our people. The law says that is your 
value, that is the figure you use. 

How will the antidumping law come into effect there at all, unless 
it is by way of some administrative ruling? 

Mr. Jounson. The antidumping law stands in full force and effect. 

Mr. Simpson. I understand that. But how effectively would it 
be applied if the importer and exporter says, “Here is the export 
value; we are ready to pay the duty on that’? Who will say that 
that is dumping? 

Mr. Jounson. The appraising officers have their general informa- 
tion as to foreign value. Under this situation, the first suspicion of 
dumping within the administration would come from a sale at less 
than the previous level of sales. 

Mr. Simpson. Are vou talking about the Treasury Depariment, 
or the State Department? 

Mr. Jounson. I am talking about the Treasury Department only. 

Our appraising officers maintain very complete value records. They 
have them now and they will continue to have them, and they will 
know if there is a break in price that will give a suspicion of dumping. 
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In addition to that, the industry in the United States watches im- 
port prices very closely. From a half to two-thirds of dumping in- 
quiries are initiated by complaints of domestic interests. We receive 
those complaints. We immediately investigate to determine whether 
there are any symptoms of dumping that will require perhaps an 
elaborate foreign investigation. And that will continue the same. 

Mr. Simpson. So the administration will investigate as to whether 
or not the antidumping laws have been violated. But my question 
is a little different than that. Suppose vou find there is dumping, in 
the minds of your edministrators, what reply do you have to the im- 
porter? He sevs that the law says the export value is to be used as 
the base. How do vou get around that? Do vou just set this aside 
and apply the 1921 law? 

Mr. Jounson, Sir, the dumping duty and the ordinary customs 
duty are two entirely different things. Even today, under the pres- 
ent law, we make a separate dumping appraisal and a separate duty 
appraisal. That situation will merely be continued as it has existed 
since 1921. 

Mr. Simpson. Have vou any idea how many dumping complaints 
have been filed with the Bureau of Customs since 1930? 

Mr. Jounson. I could not give vou anything except a very, very 
rough estimate. 

Mr. Simpson. Give me that, please. 

Mr. Jounson. That very rough estimate would be perhaps 150. 

Mr. Simpson. How many findings of dumping have there been? 

Mr. Jounson. I don’t distinguish between complaints and suspi- 
cions that arise within the service. | think it would probably be 
50-50. 

Mr. Simpson. And about 150 all together? 

Mr. Jonnson. Yes, sir. 

Mr. Stimpson. How many instances have vou found through the 
Bureau that there was dumping? 

Mr. Jounson. Since 1930, perhaps 20. 

Again, that is a rough estimate; although the figures are readily 
available. 

I don’t believe that L can say that figures on the number of com- 
plaints are readily available. That would require a survey of a 
tremendous volume of correspondence. 

Mr. Simpson. But let us have the figures of the ones who are 
dumping. 

Mr. Jounson. I can find vou the findings of dumping and I can 
give vou the findings of no dumping. 

Mr. Simpson. Thank vou very much. 

(The information requested follows: 
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‘indinas on dumping by the Treasury Department since enactment of the 
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of 1930 





og ee eee 


FINDINGS OF DUMPING (24) 
Date T’. D. No. | Date T. D. No. | Date T. D. No. 
Mar. 23, 1931_.... 44716] Aug. 13, 1932___.__ 45848] Jan. 11, 1934 46826 
Do 44717 Do _. 45849] Dec. 12, 1939_- 50034 
Re ae 44718 Do 45852 do 50035 
Do_____..-.. 44719] May 12, 1933 _. 46387 i ate ee 50036 
Si int. auptedube ++ | leet 12, 1933_ - 46615 a 50037 
NS Be eee 44721 | aaa 46616 a eas 50038 
Do 14722 Do _. 46617} Sept. 20, 1940 150233 
Do .. 44723) Do _.. 46618) Aug. 1, 1942 150694 
FINDINGS OF NO DUMPING (S85) 
Date Tl’. D. No. | Date T. D. No. | Date T. D. No. 
Dee. 2, 1980...... 14433 | Jan. 17, 1984_____ 46836) Dec. 13, 1934- .. 47411 
Feb. 13, 1931... $4627 | Jan. 15, 1934__._. 46839} Dee. 15, 1934- $7427 
Feb. 24, "1931 14056 | Jan. 18, 1934 15841 Do .. 47428 
Mar. 3, 1931 14670} Jan. 23, 1934 16856 |} Dee. 20, 1934 . 47429 
Apr. 11, 1931 44781! Feb. 16, 1934 46893 | Jan. 12, 1935__- 47468 
Apr. 26, 1932 15612) Apr. 4, 1934 46980 | Do . 47469 
Aug. 13, 196 32 - $5844) Apr. 10, 1934 17002} Jan. 22, 1935___._. 47490 
DR ahi Bonk $5845) Apr. 17, 1934 17012) Feb. 5, 1935 _. 47512 
Do _ 45851! May 18, 1934 17058 | Do 17513 
Dec. 29, 1932__._. 46080) July 5, 1934 17174) Mar. 12, 1935 17574 
Feb. 4, 1933__._.. 46169] July 12, 1934 47177 | Do ...- 47575 
Feb. 15, 1933_ 16196) July 18, 1934 47182) Mar. 14, 1935 . 47578 
Mar. 2, 1933 . 46239 | Do 17188} May 2, 1935 . 47663 
Mar. 23, 1933 16282) Aug. 1, 1934 ‘ 17206 May 21, 1935 .. 47705 
Apr. 19, 1933 16327 | Aug. 8, 1934 17212) July 2, 1935 . 47780 
Do 16328); Aug. 24, 1934 17237 | July 13, 1935 47803 
Apr. 22, 1933 16349 | Sept. 14, 1934 7263 | Aug. 9, 1935 17939 
Do . 46352) Sept. 25, 1934 . 47272) Dec. 13, 1935 $8065 
Mav 3, 1933 16369 | Sept. 27, 1934 17273) Apr. 20, 1936 18268 
Mav 23, 1933 15415) Oct. 11, 1934 17288 | Nov. 23, 1936 {8660 
May 31, 1933__.._ 46430) Do 47289) Mar. 17, 1937 1SS77 
Fuly = 1933 16514 | Oct. 17, 1934__._. 47294; July 20, 1937 19009 
Sept. 12, 1933 16620 Do $7295 | Mar. 22, 1938 19474 
Sept. 28, 1933 16653 Do 17206) Mar. 12, 1938 19560 
Oct. 13, 1933 16673 | Oct. 19, 1934 17309 | June 30, 1939 19008 
Nov. 9, 1933 16735 Do 17310} Nov. 27, 1939 50021 
Do 46734) Dee. 4, 1934 17391 | Aug. 29, 1940 50234 
Do_. 16735! Dee. 13, 1934 . 47406) May 20, 1942 50640 
Nov. 17, 1933 16740 | | 
! Apply t same case 
NOTE As indicated in the testimony, total published fir iT nelude t mal ngs pub- 
lished in Treasury Dey artim nt Decisions In addition, 5 oun ping cases covering cameras, safety pins 
men's shoes, wool knit berets, and glassware from Czechoslovakia have been processed to the point of 
suing ‘‘notices of withheld appr sisement’’ and requiring special dumping bonds. 
\Ir. Simpson. That is all I have now. 


Mr. NicHots. 

Mr. Simpson. Yes. 

Mr. Nicos. I think Mr. Johnson said, but T wanted to be sure 
the point was understood, that the dumping law has its own valuation 
provisions in it, and those valuation provisions are not touched by 
any of the amendments we are proposing in the Tariff Act. Those 
valuation provisions would continue to be employed legally in dumping 

‘ases exactly as they are today, notwithstanding ‘whether or not 
Cosmemseiiahe adopt the changes we are recommending in section 402. 

That is all. 

The CuarrMan. 


May I add something here? 


Mr 


Curtis. 
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GENERAL DISCUSSION 


Mr. Curris. Mr. Chairman, | have just a question or two because 
many of the things I have in mind have already been inquired about 
and covered. 

As | understand, you had a management engineer group initiate the 
study. Is that right? 

Mr. Grauam. Mr. Congressman, in 1947 the Eightieth Congress 
appropriated a sum of money for the Bureau of Customs to employ 
an outstanding management firm, and one was selected by the name 
of McKinsey & Co., of New York. ‘They made a very intensive sur- 
vey of the Customs Service and, as they point out in their report, they 
contacted a great many other Government agencies and particularly 
representative outside firms and people who do business with Customs. 
They made their report to the Treasury and it is on the basis of that 
report that we have these legislative recommendations. 

Mr. Curtis. This bill, H. R. 1535, is the recommendation of the 
Treasury Department for changing the law, based upon that report; 
is that right? 

Mr. Granam. Yes, sir. There were about 36 legislative changes 
which they recommended, and most of those are included in this 
H. R. 1535. 

Mr. Curtis. Are there any included in the bill that were not 
recommended by these management engineers? 

Mr. Granam. Yes, sir. We picked up some ourselves in going 
through and evaluating the McKinsey & Co. report. We picked up 
some that we thought ought to be included for administrative manage- 
ment purposes also. 

Mr. Curtis. In your previous testimony today, have those been 
identified? 

Mr. Grauam. No, sir; we have not identified the additional ones. 

Mr. Curtis. Would it be difficult to insert a list with your remarks, 
of those? 

Mr. Granam. Not at all, sir. We would be happy to do that. 

(The material requested follows:) 
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EXPLANATIONS OF Sections or H. R. 1535 Waicn Are Conrarnep IN THE GEN- 
ERAL AGREEMENT ON TARIFFS AND TRADE OR INTERNATIONAL TRADE ORGANI- 
ZATION CHARTER 


Sec. 2. Requirement of injury in dumping and countervailing duty cases.— 
GATT, article VI, paragraphs 3, 4, and 5 (ITO, art. 34, pars. 4, 5, 6): Paragraph 
3 of article VI of GATT provides that products shall not be subject to antidump- 
ing or countervailing duty by reasons of the exemption of such products from 
duties or taxes borne by the like products when destined for consumption in the 
country of origin or exportation, or by reason of the refund of such duties or taxes. 
Paragraph 4 provides that products shall not be subject to both antidumping and 
countervailing duties to compensate for the same situation of dumping or export 
subsidization. These provisions are in harmony with the interpretation and 
administration of our dumping and countervailing-duty laws. Section 2 spells 
out this interpretation. 

Paragraph 5 provides that antidumping or countervailing duties shall not be 
imposed except where the effect of the dumping or subsidization is such as to 
cause or threaten material injury to an established domestic industry or is such as 
to prevent or materially retard the establishment of a domestic industry. The 
qualification that the damage must be ‘‘material’’ conforms to the existing inter- 


pretation of our law, and the section would spell out that interpretation. The 
provision that assessment of countervailing duty should be preceded by a finding 
of injury would modify existing law. A similar provision already exists in the 


dumping law. 

Sec. 3. Repeal of special marking requirements.—-GATT, article IX, paragraph 
2 (ITO, art. 37, par. 3): Paragraph 2 of article IX of GATT provides that when- 
ever it is administratively practicable to do so, contracting parties should permit 
required marks of origin to be affixed at the time of importation. Section 3 of 
the bill would eliminate statutory requirements that certain articles be specially 
marked before arrival in the United States, and would leave such articles subject 
to the general marking law, which permits marks of origin to be affixed after 
arrival. 

Sec. 4. Repeal of certain obsolete reciprocal provisions.—G ATT, article I, para- 
graph 1 (ITO, art. 16, par. 1): Paragraph 1 of article I of GATT provides for 
unconditional most-favored-nation treatment with respect to customs duties 
and certain related matters. The repeal of the obsolete reciprocal provisions 
pursuant to section 4 of the bill would be consistent with the spirit of the uncon- 
ditional most-favored-nation provision in GATT, although it is not altogether 
clear that the provisions to be repealed are literally inconsistent with GATT. 

Sec. 13. Value.—GATT, article VII, paragraphs 2, 3 (ITO, art. 35, pars. 3, 4): 
Paragraph 2 (a) of article VII of GATT provides that the value for customs pur- 
poses of imported merchandise should be based on the actual value of the imported 
merchandise on which duty is assessed, or like merchandise, and should not be 
based on the value of merchandise of national origin or on arbitrary or fictitious 
values. Paragraph 2 (b) provides that, where price is governed by the quantity, 
the price to be considered should uniformly be related to either (1) comparable 
quantities, or (2) quantities not less favorable to importers than those in which the 
greater volume of the merchandise is sold in the trade between the countries of 
exportation and importation. Paragraph 2 (c) provides that when the actual 
value is not ascertainable the value for customs purposes should be based on the 
nearest ascertainable equivalent of such value. Paragraph 3 provides that the 
value for customs purposes should not include the amount of any internal tax, 
applicable within the country of origin or export, from which the imported product 
has been exempted or has been or will be relieved by means of refund. The 
various amendments proposed in section 13 of the bill are consistent with these 
provisions of GATT. 

Sec. 14. Value not to be based on American selling price-—GATT, article VIT, 
paragraph 2 (a) (ITO, art. 35, par. 3 (a)): Section 14 of the bill would be consistent 
with the provision in paragraph 2 (a) of article VII of GATT that value should be 
based on the actual value of the imported merchandise on which duty is assessed, 
or like merchandise, and should not be based on the value of merchandise of 
national origin or on arbitrary or fictitious values. 

Sec. 20. Conversion of currency.—GATT, article VII, paragraph 4 (ITO, art. 
35, par. 5): Paragraph 4 (a) of article VII of GATT provides that primarily the 
conversion rate of exchange to be used shall be based on the par values of the 
currencies established pursuant to the Articles of Agreement of the International 
Monetary Fund or by special exchange agreements entered into pursuant to 
article XV of GATT. Paragraph 4 (b) provides that, where no such par value 
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has been established, the conversion rate shall reflect effectively the current value 
of such currency in commercial transactions. Paragraph 4 (c) provides for the 
formulation at some future time, in agreement with the International Monetary 
Fund, of rules governing the conversion of any foreign currency in respect of which 
multiple rates of exchange are maintained consistently with the Articles of Agree- 
ment of the International Monetary Fund. The enactment of section 20 of the 
bill would be consistent with these provisions of GATT. 

Sec. 23. Conversion of processing taxes to import taxes —GATT article ITI 
(ITO, art. 18): Article III of GATT provides for nondiscriminatory internal! 
taxation for imported merchandise (‘‘national treatment’’) once the merchandise 
has passed the customs barrier. The enactment of section 23 of the bill would be 
consistent with this provision. 

Sec. 24. Repeal of discrimination against imports tn certain internal-revenue 
tares.—GATT, article III (ITO, art. 18): The enactment of this section would be 
consistent with the provisions for nondiscriminatory internal taxation for im- 
ported merchandise (“national treatment’’) in article IIT of GATT. 


Mr. Curtis. Did the McKinsey & Co. recommend any changes 
te Ee 


which you did not include in your proposals for H. R. 1535? 
Mr. Granam. Yes, sir. 
Mr. Curtis. Could those be submitted for the record? 
Mr. Granam. Yes, sir. 

(The material referred to follows:) 


MeKunsey & Co. Lecrstative RecoMMENDATIONS Not INcitupeEp in H. R. 1535 


The following “‘legislative’’ recommendations of McKinsey & Co. are not vet 
acted on in any law, or any bill now pending and recommended for approval by the 
Treasury Department. 

1. Abolish or charge for warehouse transfers (McKinsey, vol. III, p. 27).—A 
provision to abolish transfers in substantial part was drafted for inclusion in the 
simplification bill but withheld for further study after it was found that elements 
of the commercial community objected to it very strongly. The principal ground 
of objection was that it would limit the freedom of owners of warehoused mer- 
chandise to transfer or pledge it. It is believed that it may be possible to draft a 
provision that will accomplish the purposes of McKinsey’s recommendation either 
by limiting transfers or charging for them, and the matter is still under study. 

2. Defer customs action under antidumping provisions until evidence of injury 
has been established with the Treasury Department (McKinsey, vol. 1V, pp. 42-43). 
The purpose of this recommendation was to prevent harassment of importers by 
dumping investigations when injury to domestic industry was not established or 
proved. The Department has deferred action on this item pending further study 
of new procedures within the scope of existing law to expedite investigations and 
prevent unnecessary consumption of time in investigating the dumping feature of 
a complaint when it is obvious that there is no injury. 

3. Study and revise policies concerning reimbursable charges for customs service 
(McKinsey, vol. VIII, p. 37).—A detailed study has been made of this problem, 
which involves the requirement that carriers and private fliers reimburse the 
customs service for overtime of customs inspectors in connection with the arrival 
of vessels, vehicles, and aircraft. The problem involves the inspection services 
of the Bureau of Immigration and Naturalization, the Department of Agriculture, 
the Public Health Service, and the Coast Guard as well as Customs. The Bureau 
of the Budget is studving the whole problem of Government overtime, of which 
this is one phase, and, meanwhile, the recommendations respecting reimbursable 
overtime have not been considered ready for submission to the Congress. 

4. Review overtime and reimbursable policies (McKinsey, vol. 1X, pp. 33-43).—This 
recommendation involves substantially the same problem as the preceding. 

5. Assessment of duties and internal-revenue tares on imports. (McKinsey, vol. 
VJ, p. 39).—This recommendation involves a proposed transfer of responsibility 
with respect to refunds of internal-revenue taxes on imported merchandise. It is 
still under study. 

6. Review policies with respect to airports of entry and landing-rights fields, and 
establish customs airports to be jointly used by Mexican and United States officials, 
and Canadian and United States officials, respectively, along our land borders (Mc Kin- 
sey, vol. VIII, pp. 30-34).—This is classified as a legislative recommendation, but 
action for binational airports, if consummated, might also be effected by treaty. 
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Consideration of such plans would be on a site-by-site basis. One such paln is 
now under consideration. 

7. Extend time for the master of a ship or his agent to make entry of vessel repairs 
or equipment acquired abroad to 30 days after arrival (McKinsey, vol. 111, p. 47).— 
The principal reason for rejecting this recommendation was that in most cases a 
ship would have left port before the entry was required to be filed under the pro- 
posal. Many practical difficulties would arise in trying to secure this entry after 
aship left port. Timely filing of such entry is requisite to efficient performance of 
customs work. ie ; 

8. Limit exemption privileges to articles which accompany the returning resident 
(McKinsey, vol. III, p. 41).—This recommendation was rejected because it would 
have decreased the number of dollars spent abroad by tourists and would have 
taken away a traditional privilege which the returning United States resident has 
come to expect. (See detailed statement, p. 213 of the Senate Treasury and 
Post Office appropriation hearings, 1952.) 

9. Limit term of draw-back rates to 5 years, with renewals (McKinsey, vol. ITI, 
p. 54).— The increased expense of reinvestigating draw-back rates every 5 years 
and providing for renewals was thought not to be justified in view of the ef- 
fectiveness of the present system. Further, problems created by failure of a manu- 
facturer to apply for the renewal of a draw-back rate would cause additional 
dissension and difficulty not inherent in the present system. 

10. Provide for career service employees at all supervisory levels (in Customs) 
(McKinsey, vol. 1X, pp. 24-26).—A recommendation similar to the above MeKin- 
sev & Co. recommendation was contained in the Hoover Commission reports, 
March 1949, page 17, recommendation 7. The Hoover Commission recom- 
mendation was that ‘“‘* * * all officials in the Department below the rank 
of Assistant Secretary should preferably be appointed from the career service 
without Senate confirmation.’ In Secretary Snvder’s letter of August 2, 1949, 
to Chairman McClellan of the Senate Expenditures Committee, he indicated 
on page 19 that this matter “‘certainly has two sides’’ and that “Treasury would 
prefer that a study precede any implementation of recommendation No. 7, and 
that in due course the problem be dealt with by less sweeping provisions.” 

Since the McKinsey & Co. recommendation applied to only one Treasurv 
bureau, it is believed that any decision on this matter should be arrived at only as 
a result of the resolution of the Hoover Commission recommendation. 

Mr. Curtis. In the course of considering this and evolving your 
report, opportunity was given for importers to make their comments, 
was there not? 

Mr. Granam. As I said earlier, sir, McKinsey & Co. contacted a 
wide variety of representative outside business firms, a list of which 
I think I submitted before vou had gotten back, sir. But it included 
airlines, shipping companies, importers’ associations, the New York 
Customs Bar, and there is a whole list of them, sir. 

Mr. Curtis. When they reached the stage for consideration by the 
Treasury, was there an opportunity then for anyone else to submit 
their views? 

Mr. Granam. The mechanics of it were these, sir: We appointed 
teams—if vou want to use that term—or task forces of people in our 
organization, both in the headquarters office and the field, to take 
these recommendations and see if they were practicable and workable. 

ienerally speaking, most o 1em were workable. Some we had to 
Generally speaking, most of them kabl Some we had t 
reject that on the face looked good. But when we got to putting in 
a pilot-plant operation, it didn’t work out. 

Mr. Curtis. The question now is, During the consideration by the 
rreasury Department, was not the opportunity offered for importers 
or others to make comments? 

Mr. Granam. On what now constitutes H. R. 1535, Mr. Nichols, 
assistant general counsel, was in charge of the legislative group that 
drew this up. 

May I ask him to answer your question? 
Mr. Curtis. Yes. 
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Mr. Nicnous. Mr. Chairman, in the course of drafting this bill, 
after we had the preliminary draft we invited a group of importers 
to examine it and make their suggestions. The group was made up 
mainly of representatives of those groups which had previously sub- 
mitted suggestions, which had shown some interest in our handling of 
the problem. The draft was gone over in great detail by and with 
that group, and a number of changes were made on the basis of the 
recommendations that they made. 

Mr. Curtis. That leads me to my next question. 

Were any groups of domestic industry, who are not importers but 
who compete with imported products, given the opportunity to be 
heard in reference to these recommendations while they were in the 
hands of the Treasury Department? 

Mr. Nicuous. We did not consult with any domestic groups as such. 
The bill, however, has been before the public for over a vear, and, of 
course, subsequent to the time that Chairman Doughton first intro- 
duced it in the Eighty-first Congress, which I believe was May of last 
year, there was an ample opportunity for any interested domestic 
group to make its opinion felt. And, of course, we have received 
comments from some interested groups. 

We believe that the greater part of this bill, practically all of it, in 
fact, was not something that they had any concern with because we 
did not believe it affected the protection which they received. Where 
there have been objections, it has been from groups who differed with 
us, Who thought that the bill did detract from that protection, and 
that has been with respect to a very minor part of this bill. 

Mr. Curtis. I want to say that I do not believe that any industry 
should be protected merely by the cumbersomeness of our laws, that 
if there should be protection for American industry it should be an 
accepted policy and known and established as such. In many 
instances I think it is very justified, but I do not feel that it should 
be by indirection merely because it was cumbersome to importers to 
pass through the customhouse. 

1 think that is all, Mr. Chairman. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I have just an observation perhaps, Mr. Chairman. 

As I gather from your statement, the first four or five pages contain 
nothing more than the genesis of this bill, with the McKinsey report 
and so on, and the last five or six pages are nothing more than examples 
or reasons of why the bill is needed and should be passed. It has 
made quite a favorable impression upon me, and unless our experts 
can poimt out some “sleepers” that may be in the bill—and our job 
is to be suspicious of such a thing—I would be inclined to vote favor- 
ably for it because it is, shall we say, a small Hoover Commission report 
coming from the McKinsey group, which is to promote the efficiency 
and economy in the Department and make it less burdensome. 

From that standpoint, we all ought to be interested in it. 

That is my general impression, sir, and that is my attitude. 

Mr. Granam. Thank you for those kind words, Mr. Congressman. 
We appreciate it. 

I don’t know of any “‘sleepers”’ in here. We wanted to point out to 
you in the statement the two controversial issues that had arisen. 
I think you know my thoughts well enough, and Secretary Snyder’s. 
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He comes here and tries to be as candid with you and presents the 
facts to you, and that is the same spirit in which this is done by me, sir. 
Mr. Mason. That is all, Mr. Chairman. 
The CaarrmMan. Mr. Martin. 


SECTION 13. VALUE 


Mr. Martin. I would like to ask, About what proportion of your 
eases come under export value, and what are left to the other methods 
of settlement? 

Mr. Granam. May I ask Mr. Johnson to make a guess? I think 
Mr. Simpson has already asked that in substantially similar form 
before you came in. Mr. Johnson replied to his question, so, if I may, 
I will ask him to do it here. 

Mr. Jounson. There are no statistics, sir, available to show what 
appraisals are on export value and which are on foreign. It is not 
the custom of appraising officers to indicate the basis of value, and so 
it does not become a matter of record unless the case goes into 
litigation. 

Mr. Martin. I will take your personal estimate on it. 

Mr. Jonnson. I would say that by far the greater number of im- 
portations into the United States have no difference between foreign 
and export value. 

Mr. Martin. I notice in the proposed bill here that vou used the 
export value and then if that is not available, it cannot be ascertained, 
then you reach to the other methods. 

Mr. Jounson. Were you interested in the proportion, that are 
appraised on foreign or export value as against the United States 
value and cost of production? 

Mr. Martin. I want to know about what number of cases are 
settled on this export value and then what number have to be valued 
under the United States value and then what number go on down to 
comparative value, and then whether we have very many cases that 
vo down to the new constructed value, whatever that is. 

Mr. Jonnson. Again [ must qualify my statement, that there are 
no statisties available. My estimate is that it is definitely less than 
5 percent. 

Mr. Marti. Of what? 

Mr. Jounson. Of the number of dutiable entries that are today 
appraised on United States value or cost of production, or that under 
this bill would be appraised at other than export value. 

Mr. Martin. Only about 5 percent would go to other types of 
valuation? 

Mr. Jounson. That is my estimate, sir. 


SECTION 20. CONVERSION OF CURRENCY 


Mr. Marvin. That is the information I want. 

ro -tegg* a 4 ' 

Then under this “Conversion of currency” on page 35 of the bill, 
section 522 of the law, and section 20 of the bill, you have provision 
there for reaching the conversion of currency that includes a little 
different approach than we have had heretofore. 

Mr. Jounson. Yes, sir. 
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Mr. Martin. My curiosity leads me to ask whether or not we are 
losing control when we reach out and pull in this International Mone- 
tary Fund principle. 

Mr. Jounson. In my opinion, we definitely are not. Today the 
basic method in appearance of the statute is to take the gold value of 
the foreign currency. You use any other value only if the buying 
rate at New York on the date of exportation varies by more than 5 
peraee from that gold rate. And that is where the law is deceptive 

ecause in almost every instance it does vary by far more than 5 
percent. So that today we are using almost always the buying rate 
at New York at noon on the day of exportation as certified to the 
Secretary of the Treasury by the Federal Reserve Bank of New York. 

Now, we are looking to this bill for something more stable than 
that, and yet something that will be realistic. 

The gold value is about eight and a half dollars for the pound 
sterling, which has an actual value of about $2.50, and that is the par 
value recognized by the International Monetary Fund, a par which 
is today the equivalent of what the gold value was back in the early 
1920’s. As a matter of fact, this currency law as it stands today 
was enacted in almost its present form in 1894. The 5-pereent 
variation was introduced in 1921 and there has been no substantial 
change since then. 

Mr. Marri. Is that a new venture on our part, looking to the 
international monetary fund for determining a value? 

Mr. Jonnson. So far as customs valuation is concerned, it would 
be new. There is no regard today authorized by law or existing in 
any practice of looking to the fund pars. 

Mr. Martin. Is that the customary way of handling our own 
tariff by the administration, to draw in outside vardsticks? 

Mr. Jounson. It is the only stable yardstick that I know of any- 
where in the world to get away from this necessity for using these 
constant variances, and it would approximate the average of the con- 
stant variances. If it does not, the bill, as proposed, provides for 
an alternative, such as we use today. 

Mr. Martin. Under the old system you can resort to that if the 
other is not available? 

Mr. Jounson. The certified rate; ves, sir. 

Mr. Martin. I am just seeking information. 

Mr. Jounson. Yes, sir. 

Mr. Nicnots. Mr. Chairman, may I answer that question a little 
further? 

The Cuarrman. All right. 

Mr. Nicuots. If you look in the supplemental material that is 
attached to the analysis you will find a list of the rates certified by 
the bank set over agaist the par values as they would be used under 
the monetary fund. You will see that that is marked as exhibit 
B and it is very close to the end of our supplemental material. 4 

Mr. Marri. What page is it on? = 

Mr. Nicuots. It is not numbered by page, but as you look at the 
back of this material you will find a supplemental statement on sec- 
tion 20 of the bill, a supplemental analysis, together with our pro- 
posed amendment. You will find there the table, exhibit B, which 
shows the country and currency and the fund par values and the 
actual variations in the certified rates. 
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You will see that the variations in the case of nearly all of these 
countries are extremely slight. Instead of being 5 percent or less, 
they are not 1 percent. 

We believe that, by tving the rates to the fund pars, we tie them 
to something we ave a voice in; we have some influence on what the 
fund does. Whereas, if vou tie the rates to the New York buying 
rate, as these ps ronan on this list are now tied, it is something that is 
entirely in the control of the foreign government and not in our con- 
trol at all. The foreign government can make at unilateral announce- 
ment that they will pay so many whatever it is for each dollar that 
their exporter gets, and that is it. That is the rate that we have to 
use for customs purposes. 

Under this bill, if there is a par and if the country adheres to the 
par, Whatever the par is, If they adhere to that par, we can use that 
par and we have something that is stable and fixed. 

Mr. Martin. You have retained in the subsequent paragraph full 
power in yourself; that is, the law reserves to vou the power to trans- 
fer to the other method when needed. You are not left high and 
dry; are you? 

Mr. Nicnous. That is right; where there is a par. 

Mr. Martin. Do you have any way of estimating what percentage 
of your cases will be handled by one method, or how much you will 
have to resort to the old method? 

Mr. Nicuots. Of course, all countries are not under the par, but 
for the countries that have a par value we hope that the cases of 
deviations from the par will become relatively unimportant; that 
there won’t be so very many of them. There have been, I think, a 
few such cases in the past. 

We have tried to provide against the possibility of their being such 
cases in the future by subsection (d) of section 20, which will provide 
that wherever a country with a fund par allows its currency to slip 
from that par we will revert to the certified rates, just as if it were a 
country without a par. 

Mr. Martin. That is all T have now. Thank you. 

The Cuarrman. Mr. Jenkins. 


RECIPROCAL TRADE AGREEMENTS 


Mr. Jenxrys. 1 would like to ask: What effect, if any, w ill passage 
of this bill have on the reciprocal trade-agreement set-up? 

Mr. Granam. I am not an expert on reciprocal trade, Mr. Jenkins. 
If I may ask one of our other people to answer that—— 

Mr. Jenxtns. Yes. 

Mr. Nicuots. Mr. Chairman, I don’t like to pass the buck, but we 
have a man from the State Department who I understand is going to 
testitv before this committee during the hearings. We were hoping 
that questions about the reciprocal trade program might be reserved 
for him. 

Mr. Jenkins. We will wait then until we hear from him. 


GENERAL DISCUSSION 


Now, I want to ask you about this: This morning I was inquiring 
whom you consulted in the formulation of this program before you 












86 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 





initiated it. I forgot to ask about this group, if there is such a 
group—no doubt, there is—and that is the American purchaser or 
American wholesaler dealer. I know we have had here many times 
complaints by the American consumer and the American produce: 
who comes into competition with the importer. They would be in 
opposition of this program; would they not? 

Mr. Granam. Mr. Congressman, before you returned we sub- 
mitted to the chairman for inclusion in the record a page and a half 
list of companies interested in importing and traveling, such as steam- 
ship companies and airlines, the American Tariff League, the Im- 
porters and Customs Brokers Associations. Just by way of 
illustration, there was the New York Customs Bar, the New York 
Customs Brokers, the New York Freight Forwarders and Brokers 
Association. There was a whole list of companies and people outside 
of the Government that had been contacted by McKinsey & Co., 
apparently, which was part of the basis of their determining their 
recommendations. 

In view of the interest which you have shown before lunch in that 
question, we took the liberty of having the list prepared and submitted 
for the record. 

Mr. Jenkins. I will be glad to see that list. 

I was primarily interested in those industries that suffered by reason 
of the reciprocal trade agreement, such as the glass manufacturers 
and the watchmakers and the producers of several other commodities, 
such as pottery, chinaware, and shoes. All of them together would 
make a very sizable part of our economy. I wondered whether 
there had been any chance given to them to be heard. 

Mr. Granam. Mr. Congressman, I believe that would have been a 
little bit different assignment than we actually gave McKinsey « 
Co. We asked them, as management engineers, to come in and take 
a look at what we were doing and see if they could tell us how to do 
it better and quicker and cheaper. 

Mr. Jenkins. They could furnish you with a formula or program 
of the set-up and so forth. But, after all, we are talking here about 
imports, and the impact of imports on our economy is felt by those 
with whom those tmports compete. And somebody ought to have 
consulted them, especially if you are going to make it any harder on 
some of them than it has been. 

At any rate, if somebody is going to represent the State Depari 
ment hers, 1 will wait until that time. 

Mr. Granam. Thank you, sir. 

The Cuarrman. Mr. Combs. 

Mr. Comas. Mr. Graham, If I understand your explanation cor- 
rectly, the bill does not have to do primarily at all with the question 
of duties or anything of that kind but it is devoted or aimed toward 
simplification or determination of the amount of duty that may be 
due on articles that are imported, under the existing law. Is that 
the over-all aim? 

Mr. Grauam. That is the over-all aim: How to do the job bette: 

Mr. Comes. In other words, if there is any effect on import dut) 
at all, it would be purely incidental, purely on the method of deter- 
mining not the rate to be charged but the value of the commodity ; 
is that it? 















: 





ee hsed ARTE 


SOP CASES Tet Rate, 


il iia aR at 
e 





a wae 


a PO ee ee 


Sat 








SIMPLIFICATION OF CUSTOMS ADMINISTRATION S7 


Mr. Granam. That is correct, sir; except for one of the controversial 
provisions we pointed out to you this morning, and that is on the 
distilted spirits. That would have some effect there on the rates. 
But, with that exception, it is not thought of, except in the sense of 
how to do this job better, Whatever the volume of imports happe ts 
to be. 

Mr. Comps. In other words, it is a simplification of method and 
not aimed at any change or adjustment of rates; is that correct? 

Mr. Granam. That is correct. 

The CuarrMan. Does that conclude vour statement, Mr. Secretary? 

Mr. Granam. It does, Mr. Chairman. 

The CuarrmMan. Is Mr. Philip Nichols, Jr. here? 

Mir. Nicnous. Yes, sir. 

The Cuatrman. All right, Mr. Nichols, we will hear you. 

Mr. Reep. Mr. Chairman, before we proceed with Mr. Nichols, 
Porneee Mr. Graham could answer some of these questions. 

The Cuarrman. Very well. 


SECTION 13. VALUE 


Mr. Reep. I notice here under section 492, on page 21 of the bill, 
a heading, “Constructed Value.” It goes into quite some detail here 
as to various tests by which you determine constructed values. That 
is really a definite formula. It applies to the value of imported 
merchandise. In the proposed bill, section 13 (¢), vou have the tests 
which the appraiser would make to estimate the elements of the price. 

Do you consider this provision capable mt, orderly administration? 
In other words, may not the estimate made by the appraiser in New 
York vary widely with the estimate made by the appraiser in Phil- 
adelphia on the same merchandise, for the same type of merchandise? 

Mr. Granam. Mr. Johnson, I think, could answer vou on that one 
Mr. Reed. 

Mr. Jounson. In this particular section there is nothing new in 

ethod. This is the cost of-} reduction value of the « xisting law. 

As to differences between the findings of appraisers at different 
ports, we have an over-all control system operating through what is 
known as the Customs Information Exchange, and every appraiser 
in the country is required to report each importation of new merchan- 
dise at any price, each importation of old merchandise at a new price, 
and each class of commodity, once every 3 months whether or not 
tuere is a change in price. 

oO, through that system we have routed through the Customs 
lnformation Exchange at New York a constant stream of reports 


to insure uniformity at the various ports. This Customs Informa- 
Exchange, when i_receives a report from Phil: delphia, will refer 

it to thee xpert in New York who handles that part) cula r line of goods, 
nd. if those two oxy ris ai hn agrecment . that is all the: V just report 
back: “No disagreement.” 

If there j is 2 disagr ment, it then is a question as to whethet 
al reement of fact or of lev 

If it is disagreement on fact, there must be some further inqviry 
nade, depending on what the prices are, and so forth. That migh! 
bi han iled lo« ally. fF might be handled by COrTTe sponde ice ana it 
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might be referred for an investigation. If the difference is as to law, 
they first work it out locally and in case of dispute send it to our office 
in Washington for settling. 

Mr. Reep. Would the Commissioner of Customs in such a case have 
jurisdiction to direct the appraiser to make an appraisal in a certain 
amount? 

Mr. Jounson. The Commissioner of Customs has no authority to 
make a finding of value. He can only construe the law or apply it to 
particular facts. But he cannot appraise the merchandise. That is 
vested exclusively with the several appraisers of merchandise, by the 
statute. 

Mr. Reep. You say these appraisers report every 3 months; is 
that right? 

Mr. Jounson. Yes, sir. 

Mr. Reep. Say that they come in with shipments at about the same 
time in New York and Philadelphia, with the same type of merchandise 
which will require essentially the same findings; what would you do in 
a case like that? Would the information be passed along, or would 
they telegraph or telephone; or how would they handle this case? 

Mr. Jounson. If it is a new commodity at Philadelphia, we will say, 
the intended appraisement would be reported to New York, but the 
formal action would be suspended awaiting advice from New York. 

Mr. Rerp. Do you consider that section 13 is radically different 
than the present law? 

Mr. Jounson. It is different, sir. It is not as far different as some 
people have assumed who have discussed it with me. It does not 
grant any new discretionary authority. It is not different in that way. 

Its differences are, first, the elimimation of foreign value; secondly, 
the elimination of a need to consider some restrictions on offers which 
have heretofore had to be considered, and, thirdly, a difference in 
determining what is the usual transaction, based on volume of goods 
rather than on the number of transactions, the number of sales. 
And there is an introduction of a new basis of value, this comparative 
value. 

Mr. Reep. So that it would be somewhat of a radical change in 
the law; would it not? 

Mr. Jounson. There are certainly those changes and a few others. 


SECTION 14. VALUE NOT TO BE BASED ON AMERICAN SELLING PRICE 


Mr. Reep. Through the sad experience in World War I, we found 
there was no chemical industry in this country that was capable of 
supplying the needs of our Armed Forces with medicinals, dyes, 
disinfectants, and so forth. Asa result of this, there was the enactment 
of the Tariff Act of 1922, after investigation. Congress then deter- 
mined the then existing forms of value did not afford sufficient protec- 
tion against the products of German cartels. To protect the 
establishment of the chemical industry in this country, to provide a 
new form of value of the American selling price, they made it appli- 
cable to the American chemical industry and also applicable to other 
products where other forms of value proved to be inadequate. 

This is defined in section 402 (g) of the Tariff Act of 1920 and 
bases the rate of duty upon the selling price of a “similar’’ article 
manufactured or produced in the United States. The chemical 
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schedule applies further to articles both which accomplish the results 
substantially equal to those accomplished by the domestic product 
when it was manufactured in the same manner. 

This form of value has been in effect over a quarter of a century 
and under it developed a chemical industry second to none in the 
world, with this protection, which made possible the development of 
this industry, which recently developed the atom bomb and many 
of these so-called miracle drugs. 

Section 14 of this proposed bill abolishes this form of value. Outside 
of the fact that our State Department committed us to such a policy 
at the Havana Conference on ITO, do you know of any reason for 
discarding this form of value? 

Mr. Jonnson. I think the principal reason for eliminating this form 
of value is that it does not determine the value of the imported article. 

Now, there has long been a policy on the Congress not to establish 
rates of duty at higher than certain amounts, and sometimes Congress 
has seen fit to make an exception to that without specifying the 
higher amount. There is a different way of getting at it. 

For example, certain jewelry, under the act of 1930, was dutiable at 
110 pereent ad valorem, but it did not say so. It said that it was 
dutiable 60 pereent ad valorem, plus so many cents per dozen pieces, 
plus an additional addition for each cent per dozen above the minimum 
value. So, it all worked out to 110 percent ad valorem. 

The proposal in this bill is not to diminish the protection on coal-tar 
products or canned clams or rubber footwear or woolen gloves; it is 
to substitute an equivalent rate of duty which will leave our appraisers 
to determine the value just as they determine the value of any other 
goods. But the protection will be there with the new rate of duty. 
If that was 300 percent or 50 percent, it will be so stated that it will 
be available to all persons who wish to deal in such goods. 

And the appraiser’s job of determining this question of American 
valuation will be eliminated. He will use exactly the same formula 
he uses for any other commodity. But the level of protection would 
not be diminished. 

Mr. Reep. Do you know of any really good and just reason why 
they should discard the former value that has been used, especially 
with reference as to chemicals? Do you know of any good reason for 
it? 

Mr. Jounson. Sir, I am not an expert on theory. I can state the 
theory, but I can’t argue it. 

The theory, as I understand it, is that tariff values should be the 
real value of the imported article and should not be some other value. 
I do know that our exporters have had great difficulties in many 
foreign countries with what is known as arbitrary valuation, and our 
one little venture in that field, if I may call it that, is this American 
selling price. This is the one example of arbitrary valuation we have, 
where we do not value the imported article but impose a duty on it 
on the basis of the value of something else. 

Mr. Reep. Does not this occur, Mr. Johnson: That people who go 
abroad, not speaking of tourists but a person who goes over there and 
buys something from a dealer and the man who deals with him, who 
sells over there, says, “Here, I will give you a little different invoice 
and a little lower price on the various articles that you are buying”’; 
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and then they use that when they enter our harbor here, with a lower 
price stated, for some reason or other? 

Mr. Jounson. I have never seen a single case of that in this par- 
ticular field. There are certain foreign countries where there seems 
to be a standard of conduct that assumes that false invoices might be 
helpful to our importers, and some of our importers think they migh' 
be helpful. But we handle that through entirely different mechanisms 
Section 592 of the Tariff Act imposes very, very heavy penalties for 
false invoic ing, and I think they are very effectively enforced. 

Mr. Reep. Section 14 of this bill provides for the conversion of thy 
rates and duty on all articles in which the American selling price is 
now applicable to the existing forms of value. Presumably, by this 
is meant export value; is it not? 

Mr. Jounson. The export value, if there is one available; yes, sir. 

Mr. Reep. Paragraphs 27 and 28 cover quite a large number o| 
articles, thousands; is that right? 

Mr. Jounson. | assume you mean various estimates. One | 
thought was quite reliable is that there were 6,000 commodities 
covered by those two paragraphs. 

Mr. Reep. | think you made that statement earlier; did you not? 

Mr. Jounson. No, sir. I referred to 6,000 reappraisement cases. 
The figure happened to be the same. 

Mr. Reep. Do you have any idea how long it would take the Tarif! 
Commission to examine each and every one of these commodities and 
to convert the price to American export value? 

Mr. Jounson. In the first place, sir, | believe these commodities 
will fall into relatively few categories, perhaps 100 or 200 categories, 
and I do not think that 6,000 rates of duty would have to be estab- 
lished. I think we only have 8,000 in the Tariff Act altogether now, 
and to almost double that number seems to me a task somewhat 
bevond the contemplation of this; although this would all be done by 
the Tariff Commission, a very competent body, whose field is the 
determination of rates. 

I have discussed this with representatives of the Tariff Commis- 
sion, and they would not fix a date, but my impression is that the 
really contemplate about 2 vears. 

I am not speaking for them, now, and I am not giving you any- 
thing except a very personal impression. 

Mr. Reep. | asked this question because the chemical schedule has 
a various combination of specific-ad valorem duty both with regard 
to coal-tar products, a more or less bulk item. Is it your opinion 
that the Tariff Commission could average all of these ts al 
various prices so as to establish one rate of duty on export value and 
in that way protect the industry since it is not protected by tly 
American selling-price provision? 

Mr. Jounson. No, sir. I believe that two rates of duty could ty 
established. 

I have been told by people whom | think are qualified that tl: 
more expensive products are practically prohibited importation }\ 
the present duty level if they are competitive. So, I think if vou 
put one good high rate of duty for that category and something 11 
the neighborhood of the present rate of duty for the rest, that you 
would probably get a fair result. But that would propose change- 
in tariff levels, and that definitely is completely outside the Treasury - 
project in this bill. 
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GENERAL DISCUSSION 


Mr. Reep. I would like to know if you recall what the average 
duty was under the 1930 act. Can you tell me what the average 
duty was under the 1930 act? What was the average duty; do you 
recall? 

Mr. Jounson. You are talking about the average level of all; are 
you not? 
~ Mr. Reep. Yes. 

Mr. Jounson. I can’t give you authoritatively, but I have seen an 
approximate average of 40 percent ad valorem on dutiable goods. 

Mr. Reep. I have read that in Torquay you reduced the average 
duty to 124 percent. Now | am told that the average duty is about 
8 percent. 1 was wondering how those changes would tend to affect 
any of the proposals in this bill. 

Mr. Jonnson. The average duty level on dutiable merchandise, I 
think, is over 8 percent. Of course, if you would include all free goods 
in your computation, vou would get definitely a lower average. But 
that would not be a very realistic computation. 

Mr. Reep. I would like to get the real facts with regard to the 
dutiable products. 

Mr. Jonnson. We could give you an average. The statistical 
figures on the volume of imports divided into the revenue will give 
you a rough average. 

Mr. Reep. We will be very glad to have you put it into the record. 

Mr. Jounson. Do you want the 1949 and the—— 

Mr. Reep. No; the 1930 rates. Then, can you give us what they 
were at the time of Torquay and what they are now, since the last 
session of Torquay? 

Mr. Jounson. There are no import figures that would give the 
absolute current level, but we can give you the fiscal year 1931, which 
is the first fiseal vear after the Tariff Act of 1930, and we could give 
vou the fiscal vear 1951. I think we can get an estimate from the 
Tariff Commission probably of the difference that would result from 
Torquay. We will go as far as we can on that. 

Mr. Reep. Thank you very much. 

(The material referred to follows:) 


Statement concerning average rate of duty in fiscal years 1931 and 1950, and estimated 
effect of the Torquay agreement 
_—— 
Value of 
dutiable 
j lm ports 
| (thousands 
of dollars) 


Duties 
collected 
(thousands 

of dollars 


Average 
ad valoren 
“equivalent” 











Fiscal year 1931 $745, 820 £279, 883 “). 9 
Fiscal year 1950 2 3 O80. 160 | 425. 068 1 
To quay 
| 
‘The “value of dutiable imports” is estimated to be made up of 75 percent dutiable at specific rates, 
percent partially dutiable at specific rates, and 25 percent dutiable at ad valorem rat: According!y, 
the reduction in the ad valorem “equivalent,”” which is different from the unde ninat vd loren 
averag te, has probably been due at least as much to the rise in the unit price of goods between 1951 and 
19. to the effect of tradc-agreement reductions, since unit price levels increased by over 125 percent 
( ime per 
: | year 1951 figures not yet available for value of import 
lhe Tariff Commission is making a study of the effect of the Toray iy Conference, but the results will 
hot be available for several weeks aud no p liminary estimate of the effect of His comecrence on the Ameri 
cain tariff ucture can be obtained at the present time The committce may wish to secure a copy of the 


Commission's analysis when mpleted 
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Mr. Reep. That is all. 

The CuarrmMan. Have you a prepared statement, Mr. Nichols? 

Mr. Nicwots. Mr. Chairman, I do not have a prepared statement 
because I was planning to predicate my remarks on the analysis and 
to go through the bill section by section since Mr. Graham was not 
able to cover all the sections and you have a number here that have 
not yet been discussed. I would like to suggest that the committee 
might want, if they have any questions to ask, to ask them at the end 
of each section rather than waiting until I get through the whole 
statement, because then we can discuss the sections while they are 
fresh in our minds. I think in that way it would be easier for the 
committee and also for me. 

The CHarrMan. How many sections are there in your statement? 

Mr. Nicuots. The bill has 25 sections. 

The CuarrmMan. And your analysis covers every section of the bill? 

Mr. Nicnots. That is right. 

The Cuarrman. All right, I understand you now. 


SECTION 1. SHORT TITLE AND EFFECTIVE DATE 


Mr. Nicuo.s. I don’t think I have to say anything about the short 
title and effective date. 

The CuarrMan. You can get through the first section quickly. 

Mr. Nicuois. We can get through the first section very rapidly. 


SECTION 2. REQUIREMENT OF INJURY IN DUMPING AND COUNTERVAILING- 
DUTY CASES 


The second section has to do with dumping and countervailing- 
duty cases. We have already had considerable discussion of dumping 
cases, and I am only going to add that the antidumping law is a law 
that imposes special duties on merchandise that is imported into the 
United States at less than its fair value. The countervailing statute 
is a statute which imposes special duties on merchandise which is 
imported into the United States with the direct or indirect aid of a 
subsidy, a bounty, or a grant. 

The antidumping law we have had on the books since 1921, and the 
other one is a lot older. 

The two laws differ in the respect that the antidumping law requires 
that the Secretary of the Treasury find that injury to a United States 
industry has been experienced or is threatened; the countervailing 
duty long has no such requirement. 

The bill undertakes to make the two laws uniform and adopt a 
policy that Congress adopted in the later law; that is to say, to require 
that in the case of the countervailing duties, that they shall not be 
imposed unless the Secretary finds a material injury or threat of a 
material injury. 

As we discussed this morning, we are changing the wording slightly 
to refer to material injuries. The Department has never, so far as 
we know, imposed antidumping duties in cases of insubstantial or 
immaterial injuries. In fact, | find it rather difficult to find that such 
an injury was an injury at all. 

The other important thing that this section does is to provide that 
antidumping duties and countervailing duties shall not both be 
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imposed with respect to the same importation to compensate for the 
same situation. We feel that it would be a kind of double jeopardy. 
The experience of the Department actually does not include any case 
in the past where they have been imposed, both of them in the case of 
a single act. So that we are not proposing any change in the actual 
administrative practice. 

Mr. Reep. Are you still on section 2? 

Mr. Nicuots. | am still on section 2. 

Mr. Reep. I do not want to ask questions after too long a time here. 

Mr. Cooper. He said he would let you know after he got through 
discussing section 2. 

Mr. Nicuots. | think I am prepared to have you ask a question 
now. 

Mr. Reep. Just why put in “material” now? What purpose 
does it really serve? 

Mr. Nicnots. The only purpose that it serves is to bring the 
language of the statute into conformity with the rule of fair practice 
that is laid down in the GATT. We feel we actually conform with 
the GATT now in that regard. We want to bring our statute into 
verbal conformity as well as actual. Apart from that, we do not feel 
this effects any material change. 

Mr. Curtis. Is that one of the proposals that was recommended 
by the McKinsey Co., section 2? 

Mr. Nicuous. So far as | am aware, the McKinsey Co. did not 
recommend any of the provisions of section 2. 

If there is no more on section 2, I will go on to section 3. 

Mr. Mason. Did | get it that the word ‘‘material”’ you have put in 
here simply is to carry out the custom and the practice that you have 
been doing, and it makes the text conform to the practice? 

Mr. Nicwous. That is correct. 

Mr. Curtis. Does the insertion of the word “material” change the 
amount of evidence required to establish a case? 

Mr. Nicuous. I think not, sir. The determination of injury is made 
by the Secretary. He is permitted to conduct a private investigation. 
He does so, but he is not required to act on formal evidence presented 
in an open hearing. The normal practice is to collect information as 
to injury from the different agencies of the Government that might 
have that information and to get information, of course, from the 
complaining industry, if one is complaining. It is derived mainly from 
those two sources. I cannot see any difference would be made in the 
character of evidence that would be made use of. 

Mr. Curtis. If that is true, we do not need the section. 

Mr. Nicuous. Except for what I have already mentioned with 
regard to verbal conformity with the GATT and also to obtain an 
expression of congressional approval for the administrative practice 
that the Department is actually to follow. I think those two useful 
purposes would be served. 

Mr. Reep. Is that investigation as to material injury confined to 
the Treasury incorporated in the so called peril-point agreements? 

Mr. Nicuots. No, sir. It is entirely separate and there is no com- 
parison at all that Lcan see. The peril-point standard is quite different 
from the standard of material injury that is called for under this bill. 
A temporary injury might be material under the antidumping law. 
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Mr. Reep. Would there be much difference in the evidence as t» 
the injury of an industry or threatened injury or material injury so far 
as the Treasury is concerned and the practice of the trade agreements 
policy of the peril-point provision? 

Mr. Jounson. I think, Mr. Reed, a peril-point meg might very 
well develop the same kind of information that we look for in dumping 
cases, but the basic factor, as Mr. Nichols has pointed out, is that the 
peril-point inquiry requires a determination of a level of protection 
that is required by a domestic industry ; whereas, the dumping inquiry 
looks into price competition. 

The peril-point inquiry assumes that foreign prices will be reasonably 
stable. The dumping inquiry deals definitely with the situation where 
they are not stable. That, I think, is the primary difference, as I see 
it at the moment. I am not an expert on peril points. 

Mr. Reep. Thank you very much. 

Mr. Nicsots. I would like to add, before I leave this section, that 
the Treasury Department would derive some administrative benefit 
from the bill in not being required to investigate countervailing duties 
cases, bounty or grant cases, where there was no claim of injury or 
threat of injury; that the Department would derive some benefit froim 
that provision in that respect. 


SECTION 3. REPEAL OF SPECIAL MARKING REQUIREMENTS 


The next section, Mr. Chairman, would repeal the so-called special 
marking requirements in various paragraphs of the Tariff Act.  Sec- 
tion 304 of the Tariff Act requires that all imported merchandise mus! 
be marked permanently and legibly to show the country of origin 
The only exceptions are items such as things which because of their 
nature cannot be marked. 

In addition to that general marking requirement, we have a number 
of special provisions applying to such things as razors and cutler) 
surgical instruments. e special requirements are different in two 
respects. In the first place, they must be added before importation, 
and in most cases they are required to be etched or something of that 
sort, which would make it less practical to add the mark at any tim: 
after the merchandise was actually manufactured. 

The second difference is that there are very detailed formal requir:- 
ments. For instance, some of these provisions in the case of knives 
that Mr. Graham mentioned, the name of the manufacturer or pur- 
chaser has to show, as well as the country of origin, and the name 0! 
the manufacturer has to be beneath the country of origin. It cannot 
be on the other side of the blade. 

Mr. Curtis. May I ask a question about a couple of sentences 
there? 

The Crarrman. Certainly. 

Mr. Curtis. The last two sentences on page 3 I am referring to 
It savs: “Paragraph 28 is amended by deleting from subparagrap! 

f) ‘the immediate container and.’ Does that mean that a case of 
articles, if imported, should have markings which would be on th: 
outer case but not on the smaller containers that the consumer would 
buy on shelves of stores? 

Mr. Nicuots. This provision vou refer to in the bill would amend 
—— 28 which is the paragraph that relates to coal-tar products 

nat particular paragraph requires a marking on the container. 
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Mr. Curtis. Is that the shipping container or the container in 
which the merchandise is sold? 

Mr. Nicuoxrs. That is the container in which the merchandise is 
imported. 

Mr. Curtis. Is it the container in which it is sold? 

Mr. Nicnous. I suppose it is ordinarily, but we do not know. 
Most of this merchandise is imported by manufacturers who use it 
in making some other product which is disposed of to consumers. It 
was our thought that the manufacturer who bought these articles 
would know what the origin was. 

Mr. Curtis. Then it pertains to raw materials? 

Mr. Nicuots. It pertains to chemicals. That is the only one. 

Mr. Curtis. In regard to coal-tar products, are they all chemicals? 

Mr. Nicuots. Mr. Johnson can perhaps answer that better than I. 

Mr. Jounson. Yes, sir. They are all chemicals, but I think a little 
misunderstanding has developed on this. Our bill would not change 
the requirement as to the place of marking the country of origin at all. 
That would still be required under section 304 to be on the container 
that reaches the ultimate consumer or the ultimate purchaser in the 
United States if the product itself cannot be marked, which is true of 
practically everything under 27 or 28. The particular marking that 
would be deleted here is not the country of origin; it is a detailed 
deseription of the contents of the package which is also required to be 
on the invoice. It is only the one on the invoice we actually use in 
practice, and that is being retained. 

So, the country of origin would still be required to be on the tins or 
on the boxes. 

Mr. Nicnoris. This makes no change in the country of origin. It 
simply has to do with the detailed description of the merchandise. 

Mr. Reep. I want to ask a question with regard to the marking. 
You are speaking about the containers now, are you not, and marking 
the containers? You said something about marking articles, like 
razors, knives, and things like that. 

Mr. Nicnous. It is not simply a marking of the container. It is 
marking the article itself. You import a pocketknife. The marking 
has got to show on the blade. 

Mr. Reep. What does your bill do to that? 

Mr. Nicuous. It would take away these specific requirements so 
that any such article would be governed by the general requirements, 
section 304, which would call for the country of origin to be shown on 
the article itself in most of the instances we have here. 

Mr. Reep. Naturally, the public may wish to buy some foreign 
articles. Some people like to buy domestic articles. 

I have several cutlery plants in my district. They make knives 
and razors and various other cutlery articles. As I said, sometimes 
people like to buy and be able to identify a domestic article from a 
store show case. They can look at the article of cutlery and see where 
itismade. They can look at the end of the blade near the handle and 
see if it is made in Germany or Japan. That is part of the marking 
required by law. 

Does your provision eliminate that type of marking? 

Mr. Nicnoxs. It does not eliminate the country of origin. So far 
as the country of origin is concerned, the consumers would still be 
able to find that out. We found that we have a big administrative 

















SIM STO) 2 
Q6 IMPLIFICATION OF CU MS ADMINISTRATION 





difficulty here. There are two different classes of cases. One is the 
case of the new or inexperienced importer who is trying to market a 
new line and is simply unfamiliar with these requirements. No 
matter how hard we try to educate them, that situation still exists. 

It involves a very serious hardship on the business man. If the 
customs examines a shipment of knives or cutlery and finds it does 
not satisfy these requirements, there is nothing to be done except 
to export it again. 

The other type of situation is where you have individuals who buy 
things abroad. A doctor, for instance, in one very unpleasant case 
we had, bought some specially designed surgical instruments abroad to 
use in performing operations of a type that he specialized in. When 
those surgical instruments were examined by the Customs, it was found 
they were not marked. Of course, the manufacturer of those articles 
was not a regular manufacturer for export to the United States and 
he knew nothing about those requirements. The doctor learned about 
them for the first time when Customs examined the package. There 
was no provision for handling that type of thing. Those instruments 
had to be sent outside the country or to a foreign trade zone and had to 
be marked there. Until that was done, their entry was altogether 
stopped. 

Mr. Reep. So your modification is just a case of simplification in 
the interest of the local purchaser in this country and without taking 
away the protection of the domestic purchaser or knowing whether or 
not he is buying domestic or foreign articles; is that correct? 

Mr. Nicnous. That is correct. We feel there is nothing in these 
provisions that we propose to repeal that is of any real value to the 
domestic industry with regard to protecting them. 


SECTION 4. REPEAL OF CERTAIN OBSOLETE RECIPROVAL PROVISIONS 


I would like to go on to section 4 of the bill now. 

Section 4 proposes to repeal two provisions which we consider are 
obsolete. The first provision is a proviso in paragraph 812 of the 
Tariff Act which provides for the forfeiture to the United States of 
any size cask or other packages of spirits or distilled liquors imported 
from any country under whose laws such size casks and other similar 
packages of liquor put up or filled in the United States are denied 
entry imto such country. 

If they will not allow a cask from the United States of such and 
such a size, we are to seize and forfeit under this provision any cask 
on the same size that is brought to this country. 

There have been no cases of seizure or forfeiture under that provision 
for a great many years. It is contrary to the most-favored-nation 
provisions of numerous treaties. 

The other provision would repeal section 320 of the Tariff Act which 
provides that the Secretary of the Treasury and the Postmaster 
General, with the advice and consent of the President, may enter into 
a reciprocal agreement with any foreign country to provide for the 
free entry of certain advertising matter. There again there has been 
no such agreement and the provision is obsolete and such an agreement 
could not now be entered into in view of the most-favored-nation 
— We think this should no longer clutter up the statute 

cS. 
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SECTION 5. AMERICAN GOODS RETURNED 


Turning now to section 5, that has to do with American goods 
returned. There is a provision in the Tariff Act (par. 1615), which 
provides that goods which are of American origin can come back into 
this country duty-free if they have ever gone out. The section, 
however, has a proviso in it that if when exported these American 
goods got the benefit of any draw-back, customs draw-back, or refund 
of internal revenue taxes, that such an article, when it comes back 
again, is subject to a duty equal to the draw-back or internal revenue 
tax. The draw-back, of course, is the refund that is provided for 
under the customs law in regard to customs duties that arg refunded 
when the imported merchandise is manufactured into a new product, 
and in some cases when the law permits substitution. The provision 
requiring that such American goods returned pay a duty equal to 
the refunded internal revenue tax or draw-back has been the source 
of a great amount of administrative difficulty for the customs and 
vexation for the importers. When they were exported in the first 
place, those who exported them did not have the foresight to preserve 
the necessary evidence, make the necessary customs records, so 
that the draw-back, or absence of draw-back could be proved. 

In many cases the applicable amount of draw-back would be negli- 
gible. Yet the collector of customs has to insist on evidence to show 
whether the amount was negligible. 

Mr. Reep. It says, ‘“‘when because of destruction of customs rec- 
ords’’—how oftendo they destroy them? Does there come a time when 
they are considered of no value and they can be done away with? 

Mr. Nicnous. I think the word “otherwise” in that section would 
probably apply to more cases than cases where customs records were 
destroyed. The customs records are destroyed after 5 years. 

Mr. Rep. So those would not be available after 5 years to help 
the exporter prove his case? 

Mr. Nicnous. They certainly might be unavailable because they 
could be destroyed after 5 years. 

The bill proposes to rectify that situation in two different ways. In 
the first place, it permits the collector of customs to estimate the 
amount of refunded taxes and draw-back which would be applicable 
and make an educated guess. 

In the second place, it permits the Secretary of the Treasury to 
put out lists so that articles commonly dealt with that move back 
and forth might be recognized by the collector, as to the amount of 
draw-back and refund of internal-revenue tax. 

We feel this provision will be one of the most helpful in the bill to 
eliminate wasteful and unnecessary complications in procedure and 
enable the operations of customs to be efficient and streamlined as 
they ought to be. It is one of these things that does not arouse any 
passionate controversy and discussion and tends to be overlooked. 
We feel it is the kind of thing that is the heart and life of this bill 

Are there any questions on that? 

Mr. Cooper. Let me inquire: This relates only to products that 
are exported from this country and later returned to this country? 

Mr. Nicuots. That is right. 

Mr. Cooper. As the situation now stands, if there is a refund to 
be made, you have to preserve the records so as to be able to adjust 
that to the tariff duties on the products when they come back? 
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Mr. Nicuous. I understand, the importer, when he brings the 

roduct back, has to prove from the customs records what the draw- 

back or refund of internal revenue tax was, or in the ordinary case 
just prove negatively, that there was not any. 

Mr. Cooper. You feel this section 5 of the pending bill will greatly 
improve the administration in that respect? 

Mr. Nicuoxs. We certainly do. 

The Cuatrman. Is there any considerable volume of those goods 
which have been exported and returned? 

Mr. Nicos. It happens much more commonly than you think. 
We can give you some data for the record on that if necessary. 

The Cuarreman. What is the occasion for the goods being returned? 
Is it because they cannot be sold abroad that they are returned? 

Mr. Nicuoxs. I would like to ask Mr. Johnson to answer that. 

Mr. Jonnson. There are several different situations. One of the 
big items in interrational trade is steel drums. Drums are made in 
the United States from imported sheet iron. They are used in ship- 
ping out chemicals and oil products of various kinds to the East, 
and then they are collected and foreign oils are put in them and they 
are brought back. 

Under the tariff law, these metal drums are subject to a duty unless 
they are products of the United States exported and returned. Then 
they are dutiable only if draw-back has been allowed and theh in 
the amount of draw-back allowed. That one little item is a terrific 

roblem because these drums come in by the thousands every year. 
here is a terrific trade in them. 

The Cuarrman. They are not exported, then, for purposes of sale 
over there? 

Mr. Jounson. They are exported as containers of goods for sale, 
not as separate articles of commerce. A good many other articles 
are imported after exportation from this country. 

One great situation twice in my experience has been a war. We 
sent all kinds of supplies abroad for war purposes. After the war 
a good many of them may come back. Not all of those are Govern 
ment shipments. A good many of them are regular commercial 
shipments. Then a shortage develops here. 

Our purchasers scour the world and find the stock of American goods 
abroad and bring it back. 

Then there are small importations. One of the biggest nuisances is 
the importation of American goods which have been purchased abroad 
by our American tourists. Maybe they have taken a car with them, 
which has been cracked up. They buy an American car abroad and 
bring it back. The duty, I am told, averages about $1. I suppose we 
do about $20 worth of trying to identify the basis for collecting that $1. 
I must say frankly I am afraid that dollar is not being very efficiently 
collected today. 

There are all sorts of transactions in which engineering machinery 
may be sold abroad. 

The Cuareman. Is there a lot of such goods exported for purposes 
of sale abroad? 

Mr. Jonnson. A great many of the articles are exported for sale 
and consumption abroad. 

The CuatrMan. And they fail to find a market? 
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Mr. Jonnson. Sometimes they fail to find a market; sometimes 
they are resold back to this country. <A great deal of it is second-hand 
goods, too. 

Mr. Cooper. Is there a considerable volume of second-hand goods 
imported from other countries of the world into this country? 

\M[(r. Jounson. The percentage on total volume of importations is 
relatively slight, but in money value, it would amount to a great deal 
of money. 

Mr. Cooper. What type of merchandise would that principally be? 

Mr. Jounson. | think principally it would be machinery, sir. 
People who need machinery buy what they can get where they can 
find it. 

Frequently, American machinery to equip a mine may be found in 
Mexico where some American-owned mine equipped with American 
machinery is being abandoned, and they sell it back to this country. 
That would be a typical example. 

[ have been trying to keep from telling you, but I will have to 
mention that the worst case I ever saw was a telephone exchange. It 
had been sold abroad and had been over there for 20 years when it was 
brought back for use in some rural district in this country. To dig 
up the records after 20 years is quite a problem for us to figure out 
how to get that thing in. 

The CHatrMan. Are these second-hand goods that you refer to, 
goods originating in this country, or do some second-hand goods 
originate abroad? In other words, do they ship second-hand goods 
into this country for sale? 

Mr. Jonnson. This would relate only to products of the United 
States. 

The CHairmMan. These are second-hand goods originating in the 
United States? 

Mr. Jounson. Yes, sir. 

The CHarrMan. Without objection, the committee will stand 
adjourned at this time until 10 o’clock tomorrow morning. 

(Whereupon, at 4:30 p. m., Monday, August 6, 1951, the hearing 
was adjourned until 10 a. m., Tuesday, August 7, 1951.) 
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TUESDAY, AUGUST 7, 1951 


House or REPRESENTATIVES, 
CommirrEE ON Ways anv MEANS, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Robert L. Doughton (chair- 
man) presiding. 

The CuarrMan. The committee will please be in order. 

When the committee adjourned yesterday afternoon Mr. Philip 
Nichols, Jr., assistant general counsel, Treasury Department, was 
explaining the bill. 

Mr. Nichols, you may proceed. 


TESTIMONY OF JOHN S. GRAHAM, PHILIP NICHOLS, JR., DAVID 
B. STRUBINGER, AND W. R. JOHNSON-—-Resumed 


SECTION 6. FREE ENTRY PROVISIONS FOR TRAVELERS 


Mr. Nicos. Thank vou, sir. 

[ had just about finished discussing section 5 of this bill, and | 
was about to commence on section 6 when we suspended yesterday 
afternoon. 

Section 6 looks like a much larger proposition than it is. Section 6 
is the part of the customs bill amending paragraph 1798, which has to 
do with the free duty privileges of travelers entering the United States. 

A few years ago the Congress increased the privilege of a returning 
resident so that he can now bring in $500 worth of purchases made 
abroad as an incident to his journey without having to pay duty. 

Mr. Reep. How long does he have to be out of the country? 

Mr. Nicnoxs. Twelve days. 

Mr. Reep. Does that apply to all countries? Canada, for instance? 

Mr. Nicnous. Any foreign country—Canada, Mexico, or any of 
the others. 

The CuarrMan. Does that apply to any kind of merchandise, or is it 

limited to certain classes or types of merchandise? 
_ Mr. Nicnots. It is limited to merchandise that he acquires as an 
incident to his journey, and so far as tobacco and liquor are concerned, 
there are limits. He cannot bring in unlimited quantities of those 
items. 

Mr Reep. The point is it is not for resale? 

Mr. Nicnots. That is right; it is not for resale. 

Mr. Rerep. Was not the limit extended from $200 up to $500? 

Mr. Nicnots. The law provides for a total of $500 if he has been 
away 12 days or more and $200 for a shorter time. 

Mr. Houmes. If it is under 12 days, is it $200? 

Mr. Nicuots. That is right. 
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We thought that it would be helpful in connection with the re- 
visions we propose, to simplify the arrangement of these provisions 
The present 1798 has had a number of provisos added from time to 
time, which make it run for a page and a half of solid print, and mos: 
of our changes are simply to break it up into paragraphs and give it » 
logical arrangement so that the people who have to look at the pro- 
visions will be able to interpret them more easily. 

The substantive changes that we are making are two: 

In the first place, we are recommending a new exemption of $200 
for nonresidents in transit through the United States. That would by 
a resident of Canada or of Mexico, for instance, who might land in 
the port of New York and have to take effects through to his home. 
At present, that has to be done under a bonding procedure whic!) 
involves a considerable amount of difficulty and expense to the travele: 
and administrative difficulties for customs which we thought would |. 
better dealt with by providing for a new free privilege. [t is only up 
to $200 in value. 

Mr. Reep. [ am afraid that I did not quite get that. Will you 
explain that just a little bit? Give us an actual case. 

Mr. NicHous. Suppose that you have a resident of Canada who 
returned home through the port of New York and who brings with: 
him up to $200, let us say, of gifts for his friends. Under the present 
law that man would have either to pay duty on those articles or else 
arrange to have them shipped through the United States in bond. 

Mr. Reep. I get you now. I understand it. Thank you very 
much. 

Mr. Nicuous. The next provision that we are recommending here 
is a change in the handling of nonresidents’ automobiles. 

Mr. Hotmes. Just a minute. 

Coming back to a person landing in New York and being permitted 
to take $200 through without being bonded-—and that is the recom- 
mendation— is that same practice resorted to in regard to an Americar 
landing in Canada? 

Mr. Nicuous. | believe so, but I cannot give you specific informs 
tion on that. May I supply that for the record? 

Mr. Houmes. | wish vou would. 

(The information referred to is as follows:) 

According to information supplied by the Canadian Embassy, the Canadia 
Government has no procedure to permit an American resident in transit throug! 
Canada to the United States to bring baggage with him duty-free without nr 
sorting to bonding procedure. However, others as well as Mr. Johnson and Mr 
Nichols, as they testified on page 117, have stated that returning American re-=! 
dents do not in practice ordinarily encounter any difficulty in bringing thei 
personal baggage with them in transit through Canada without either pavin: 
duty or supplying bond. [t is believed possible that if United States procedur 
were modified as prescribed in section 6 of H. R. 1535, the Canadians woul! 
formally modify their procedure to grant corresponding privileges. In genera! 
the lack of corresponding privileges to Canadian residents in the United States i- 
the principal limiting factor on the allowance of privileges to United States 
residents by Canada. 

Mr. Hotmes. Here is the reason why T am asking that question 
I think it is a very good suggestion, and I would like to know if ther 
is not reciprocity extended, because there are so many Americans tha’ 
land in Canada. 

Mr. Nicuous. Yes; many Americans do arrive in Canada. I know 
from my own experience. 
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Mr. Hotmes. At Montreal and Quebec and Vancouver. It would 
be a fine thing if we could not only do it on our side but get some 
reciprocity. 

Mr. Nicnors. Yes. All I remember is that I arrived in Canada 
and nobody collected duties on my purchases when I was in transit. 

Mr. Hotmes. You did have to ship vour stuff in bond? 

Mr. Nicnouis. No—the articles and the baggage; no. 

Mr. Johnson would like to add something to that. 

Mr. Jounson. | am not familiar with the Canadian law, but I do 
know the Canadian practice. We have customs officers of our own 
service stationed at both Montreal and Quebec and a traveler arriving 
at either Montreal or Quebec, or Vancouver, destined to the United 
States, is permitted by the Canadian authorities to take his baggage 
with him without any Canadian customs treatment whatsoever except 
to determine the number of pieces. 

Mr. Hotmes. You cannot open that baggage in Vancouver or 
Quebec or Montreal. 

Mr. Jounson. Yes. 

Mr. Hotmes. You can open it and handle it vourself? 

Mr. Jounson. Subject to this limitation—we do not open any 
baggage. The law requires the passenger to do that himself. The 
passengers do it; yes. Of course, we could not enforee any customs 
requirements there because that is outside our jurisdiction, but there 
is never any question about it. The travelers are only too glad to 
have it handled there so that they will not be delayed at the border. 

Mr. Houtmes. I run into this many times living in the State of 
Washington. Our people go back and forth across the Canadian 
border a great deal, and I am familiar with the Customs Service. I 
appreciate it and think it is fine. 

Mr. Jounson. Thank vou. 

Mr. Hotmys. I would like to be corrected if lam wrong. A United 
States citizen coming into the port of Vancouver, or coming into the 
port of Quebee or Montreal and stopping over in Canada for a few 
days with his luggage, and coming to this country, I still think the 
baggage has to be under bond. 

Mr. Jounson. That is true, if he stops over. I am talking only 
about people who proceed directly, and incidentally that is where the 
difficulty comes. 

\lr. Houmus. Yes. 

Mr. Jounson. It is the person who is proceeding directly who does 
not have the time to invoke this bonding procedure and usually out of 
exasperation pays the few dollars’ duty. 

Mr. Hotmes. With regard to the $200 that the Canadian can be 
free of being bothered with, will that still be permitted if he stops 
over here? 

Mr. Jonnson. Only if our customs officers are satisfied that he is 
going to take it with him, and the best evidence of the fact that he is 
proceeding immediately is that he has his tickets in hand. 

Mr. Houmes. The tickets determine the fact that he will ultimately 
get to his point of destination? 

Mr. Jounson. That is right, and unless he is leaving immediately, 
of course there is the possibilit v of diversion of the articles in the 
United States, and unless our customs officers are satisfied definitely 
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that the articles are to go on through, this $200 exemption would not 
be allowed. 

Mr. Hotmes. Thank you very much. 

Mr. Nicuous. The other change we are recommending in thi 
present law has to do with nonresidents’ automobiles. 

We will take, for example, a resident of Canada. Under our 
present law, he is permitted to drive that car into the United States 
and keep it in the United States for 6 months without paying duty 
and without bond. However, for a period longer than 6 months, he is 
required to furnish a bond. The present law says that the period for 
which no bond is required shall be 90 days or 6 months in the case of 
any country granting reciprocal privileges. Canada is such a country 

The amendment that we are proposing is that nonresidents’ auto- 
mobiles shall be treated like his personal effects; that is to say, that he 
is permitted to bring his automobile with him for his personal trans- 
portation and he is not required to account for the automobile either 
by bonding procedure or otherwise, and the customs will simply be 
free of any responsibility for the car: free of any duty to see that it is 
reexported after he brings it across. 

We believe that this provision will eliminate a great deal of ad- 
ministrative difficulty for customs for issuing permits for nonresident 
automobiles, and in keeping track of what is done with them after 
thev enter. 

The CuHarrmMan. You mentioned the fact that he would not be 
required to provide any bond. Will there be any limitation as to 
how long that automobile can stay here? Suppose he disposes of that 
automobile here, then goes back and buys another one and returns 
What would be the situation then? 

Mr. Nicnous. The bill does not include any provision with respect 
to the length of time that he is permitted to keep his automobile in the 
United States. 

The CuatrmMan. There isa limit in the present law? 

Mr. Nicnous. The present law would limit him to a vear, including 
the bond period. 

The CuarrmMan. This request removes all restrictions at the time? 

Mr. Nicnous. There is a restriction on sale. He is not permitted 
to sell the car within a vear after he brings it in. 

The CHarrMan. Suppose that he does sell it. Would you have 
any wavy of tracing it? 

Mr. Nicuous. Ordinarily, the only way we might have of tracing 
it would be if the purchaser of the car found that there was a car 
being sold to him that had a title showing that it was brought in from 
Canada; that it was purchased in Canada, if the purchaser wanted to 
perfect his title he would naturally want to see to it that the duty 
was paid. 

The Cuarrman. It looks as though there may be a loophole under 
which he might evade the payment of duty, vet could bring it in and 
do with it what he pleased. If he could get more for his automobile 
here than in his own country, he might appear to bring it in here for 
personal use, then sell it after he arrived. Might there not be a 
loophole there? 

Mr. Nrcnors. We think the loophole is not a real loophole because 
the comparative cost of producing and selling automobiles in thie 
United States and in foreign countries is such that it would not be 
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worth anyone’s while to cook up the complicated system of evasion 
that would be necessary if he was going to buy automobiles abroad 
and bring them in here and claim that he was bringing them in for 
his personal use and then dispose of them. 

Furthermore, we have to consider that under the existing procedure, 
inasmuch as the car can be brought in and retained for 6 months 
without a bond, if there was any danger of abuse through such a 
loophole, which we do not think there is, the existing law would 
afford it. The answer to the objection is that it simply would not 
pay a man to carry on such a trade as that. 

The CuarrMan. If he brings the car in and never returns it, is that 
the end of it, no matter what may be his purpose? If he sells it here, 
leaves it here, and it is never returned, then would he be exempt from 
payment of duty? 

Mr. Nicnors. If he sells it within a vear it would be subject to 
forfeiture, but if he holds it for a vear or more and then disposes of it, 
there would be nothing more to be done. It would be free of duty; 
ves. 

We believe the existing controls under the 6 months’ extension and 
the bonding procedure are simply not worth their cost in any protec- 
tion they afford to revenue. 

Mr. Foranp. From your statement do I understand that even 
under the practice now carried on by Canada of recording a car 
coming into the country—they give you a little booklet or a slip of 
some kind and you have to return that when you take the car back 
into the United States— that you would not have such a record under 
the proposal here? 

Mr. Nicuois. We believe that we do not need the same controls as 
they. There would, of course, be a record of the car being entered as a 
part of the personal effects of the nonresident, but under this bill there 
would not be any control to ascertain what he did with it subsequently. 

Mr. Foranp. There would be no record whatsoever of his car 
coming in? 

Mr. Nicwous. The record of the entry made at the time that he 
brought it in. He would enter it as a part of his personal effects and 
declare it. 

Mr. Foranp. When he goes back he does not have to file a cer- 
\ifieate, or return the slip that he has already received indicating that 
he had a car in this country? 

Mr. Nienous. No. If he went back, he would not be required to 
turn anything in to account for it. 

The whole purpose of this amendment is to relieve Customs from 
the necessity of maintaining controls and checks on nonresidents’ 
automobiles, which we believe do not serve any useful purpose in the 
light of the fact that a nonresident would have no incentive to dispose 
of his car for any commercial purpose. 

Mr. Foranp. | am not sure that I can go along with that idea. 

Mr. Jounson. Mr. Congressman, may I point out that this is not a 
novelty, but is merely extending to automobiles the privileges that are 
already granted to practically everything else that the man brings 
with him? We are putting automobiles, subject to your approval, in 
the same category with travelers’ jewelry, except that the limitation 
on sale is only 1 year whereas for jewelry it is 3 years. The difference, 
we think, is justified because of the far greater depreciation of auto- 

87474—51—_8 
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biles, and that the 1-year limitation is sufficient to prevent any com- 
mercial practice. 

Now, as to enforcing it—that 1-year limitation on sales—the very 
best enforcement we have is the fact that any informer who reports » 
sale in violation of this will get 25 percent of the recovery; that is 
25 percent of the value of the car at the time and place of seizure, and 
that is the same enforcement remedy that we have against many othe 
violations of law. 

We think that would be very effective and there is the additiona! 
fact, as Mr. Nichols has pointed out, the car would sell for far less in 
the United States than it would in Canada or Mexico. That has bee) 
true for many, many years, and so far as we can see it will continu 
to be true, so there would be no inducement whatsoever to bring cars 
into the United States from outside for sale in this country. It is 
much better to buy them here and resell them. 

Mr. Foranp. You will have to do a better job if you are going to sel! 
me on that idea. 

Mr. Nicnous. Let me add one more thing that might perhaps se'! 
you on it, and that is, we are tightening up the enforcement provisions 
of this section by providing for the forfeiture of any article that is 
sold in violation of the resale limitation. 

Mr. Johnson pointed out that an informer would get 25 percent of 
the proceeds of a forfeiture. The existing law provides for only 
double duties in the case of any resale; that is, if vou resold, let us 
say, jewelry under the existing law the only penalty would be, if yo 
were detected at it, the duty which was applicable would have an 
equal additional amount added to it. 

Under this provision which we are recommending the jewelry would 
be subject to forfeiture if it is resold within 3 vears, and so would the 
car be subject to forfeiture. I would ask again if anvone would wish 
to buy an automobile which might be subject to forfeiture, if the 
title on it showed that it was a car of Canadian origin. 

Mr. Foranp. You have a lot of people that are ready and willing to 
buy stolen automobiles. Why would they not be willing and read) 
to buy cars subject to forfeiture? 

Mr. Nicnous. Usually they pay a discount for such things. Hot 
goods usually do not realize the same prices that goods do that ar 
regularly handled, and inasmuch as there would be a loss on importing 
the Canadian car to the United States, if you had to dispose of it to 
a fence, it seems to me that it would be a terribly losing propositio: 
I do not believe that I would ever trv to make money that way. 

Mr. Foranp. There is a nice market in one area of this country 
where they do not even require persons to have a license to own and 
drive an automobile. 

Mr. Nicwouis. A good deal, of course, would depend upon thy 
effectiveness of the law of the State for the recording of the title to 
the car, and I imagine that does vary a good bit in different parts of 
the United States, but we do believe that if the car is a hot car 
the sense that it is being resold in violation of this limitation, that 1! 
just simply would not be worth anvone’s while to buy it, subject to 
forfeiture and subject to all the other disabilities. 

Those are the three things we are recommending to this committe: 
in this bill. We feel that we are liberalizing it with respect to th: 
in-transit articles. We feel that we are relieving the customs from 
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unnecessary administrative burdens in connection with nonresident 
automobiles, and we believe that we are tightening up the enforce- 
ment and providing added protection to the revenue by the forfeiture 
provision. 

That is all that I have to say on that section, if there are no more 
questions, Mr. Chairman. 


SECTION 7. FREE ENTRY FOR NONCOMMERCIAL EXHIBITIONS 


The CuarrmMan. Proceed to the next section. 

Mr. Nicnots. The next section, section 7, would amend paragraph 
1809 of the Tariff Act—page 9 of the bill and page 13 of the analysis. 

That paragraph now provides for free entry for such exhibitions, 
that is, for museums and the like, that maintain permanent exhibits 
under a bond that is of indefinite duration. There is no period to 
expire in this case. 

The exhibit can be maintained indefinitely and the bond remains in 
force indefinitely. 

McKinsey pointed out that was a situation that permitted the 
accumulation for an indefinite period of old records. This amendment 
simply provides for the expiration of the bond after 5 years so that 
after 5 years the records can be disposed of and the collector will be 
free of any responsibility with respect to the articles on exhibit. 

We believe that 5 years is long enough to prevent any abuse. 

Mr. Reep. Paintings and things of that kind, art works? 

Mr. Nicuots. That is right. The effect of this will not be they 
will have to reexport after 5 years. I want to make that perfectly 
clear. The effect will simply be that after 5 years the bond will 
expire and the collector will no longer be responsible for what they 
do with the paintings, or whatever they are. 


SUPPLEMENTAL Data CONCERNING PROPOSAL IN Section 6, H. R. 1535, Trar 
AUTOMOBILES BRE ADMITTED Aas PERSONAL Errects IN CERTAIN CAsEs 


OWNERSHIP OF CANADIAN AUTOMOTIVE INDUSTRY 


The Canadian automotive industry is almost entirely composed of subsidiaries 
or affiliates. A recent bulletin of the Dominion bureau of statistics says that the 
Canadian motor vehicle industry is controlled in the United States “almost 100 
pereent.”’ Canada’s International Investment Position: ‘‘Ford, General Motors, 
Chrysler, Studebaker, Nash, Hudson, and White Motor Truck are known to be 
manufacturing here.’’ Large quantities of parts are exported from the United 
States to Canada for assembling and only a small portion of these are free of duty. 


OWNERSHIP OF MEXICAN AUTOMOTIVE INDUSTRY 


Both Ford Motor Co., 8S. A. and General Motors de Mexico are known to be 
wholly owned American subsidiaries. There are also a few Mexican-owned 
corporations which operate as assembly plants under private contract arrange- 
ments with the United States manufacturers. These are the Fabricsa Automex 
which handles Chrysler products, Automotriz O’Farril 8. A. which has Packards, 
and Armadora Automotriz S. A., which has Nash, Willis, Hudson, Kaiser, Frazer, 
and Studebaker. 


COMPARATIVE PRICES OF AUTOMOBILES AT RETAIL IN DETROIT, MICH., AND WINDSOR, 
ONTARIO 


Prices of automobiles on a comparable basis as to model, accessories, tax inclu- 
sion, ete., indicate that in the low-price field automobiles are $200 and up higher 
priced in Windsor, Ontario, than in Detroit, Mich. The price differential in- 
creases for the higher priced cars. Further, such a price differential, with the 
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higher prices existing in Canada, is reported to have existed since the inception 
of the automotive industry. 


COMPARABLE PRICES OF AUTOMORILES AT RETAIL IN MEXICO AND IN THE UNITED 
STATES 

Comparable prices of automobiles in Mexico and in the United States as to 
model, accessories, tax inclusion, etc., indicate a spread with Mexican prices 
being higher in the low-class field of from six to eight hundred dollars. In the 
higher price fields, the spread remains about the same for most models. As in 
the ease of Canada, a spread with Mexican prices being higher, is reported to have 
existed since the beginning of the automotive industry. 

Mr. Jenkins. Suppose that they are ornamental rugs and salable 
and have a regular market. These paintings would sell only to certain 
connoisseurs, but tapestries and things like that, if you have a 5-year 
limit on them and forget all about them, will be sold in competition 
with our manufacturers. 

Mr. Nicnous. We agree that that could happen in theory. We 
think in practice it would not pay anyone to tie up an inventory of 
rugs or tapestries or other artistic objects for 5 years before disposing 
of them. 

Mr. Mason. You would tie up your money for 5 years, and you 
would have to make a tremendous profit in order to make it pay? 

Mr. Jounson. Paragraph 1809 contains a specific provision in the 
law that the privilege of entry under that paragraph shall not be 
allowed to any organizations connected in any way with business, so 
it is only museums that are entitled to the privilege, in the first place 
The feeling is if they demonstrate a legitimacy of the importation for 
5 vears, that is long enough. 

Mr. Jenkins. If they go into the selling business you would soon 
find it out? 

Mo. Jounson. Yes. 

Mr. Jenkins. You could protect yourself that way? 

Mr. Jounson. Yes. 

Mr. Curtis. The most that the Government could lose after 5 
vears would be the tariff? 

Mr. NicHo.s. Right. 

Mr. Curtis. Is there a substantial tariff on the type of material 
that is - to be imported for an exhibit? 

Mr. Nicnots. The tariff could be substantial in the case of rugs, 
tapestrie s, and so forth. 

Mr. Curtis. Are those often brought in for exhibit purposes by 
organizations that qualify? 

Mr. Nicuous. I do not know. 

Mr. Jonnson. This provision applies to works of art, collections 
and illustrations of the progress of the arts, science, industry, and 
agriculture, and material for public monuments. 

Mr. Curtis. In other words, all this bonding provision would 
amount to would be that they could not be sold within 5 years without 
paving a tariff? 

Mr. Nicnous. The bond would be effective to prevent a sale for 
5 vears. 

Mr. Curtis. Without paying duty? 

Mr. Nicnous. That would be the practical effect because if the 
importer wanted to sell the articles he would have to apply to the 
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collector, and the arrangement would probably be for a penalty under 
the bond that would exceed the duty that would have been applicable. 

Mr. Curtis. But it would mean that after 5 vears it could be sold 
without any penalty or payment of the duty. 

Mr. Nicnots. In the case of articles admitted temporarily under 
bond, under other provisions of law, the ordinary practice is if they 
are sold, and if the collector is satisfied they were originally entered 
in good faith with the intention of reexporting, the bond is canceled 
on payment of a penalty equaling the duty plus 25 percent. 

Mr. Curtis. What I want to know is, Does the obligation to pay 
the duty expire with the life of the bond? 

Mr. Nicuous. Yes. 

Mr. Curtis. Why? 

Mr. Nicwoxs. I think that a more accurate way to say it would be 
if the article was entered under this provision on the free list—and 
this is one of the free-list items—then the obligation to pay the duty 
never arose, and if the privilege was claimed fraudulently in bad faith, 
the importation would be subject to forfeiture, but if the privilege is 
claimed in good faith, there is no obligation to pay duty and there is 
only the penal provisions of the bond which would remain effective 
for 5 years. 

Mr. Jonnson. It might be of interest to say the principal operation 
of this provision, or one of the principal operations, is on picture 
frames. 

A picture brought into the United States in a frame may be free of 
duty, but the frame is subject to duty, so the museum will enter 
the whole thing, the free picture and the dutiable frame, under bond 
just to avoid paying duty on the frame. If they put that picture on 
display for 5 years it seems that they ought to have the frame along 
with the picture. 

Mr. Nicuoxs. I might also add that there are several other sections 
of the free list that grant privileges to museums and public bodies to 
import art objects and that exempt original works of art, paintings 
and sculpture, so that is the reason why the practical application of this 
section is not as broad as it may seem. 

If there are no other questions, I will proceed. 

The CHairMan. Proceed. 


SECTION 8. TEMPORARY FREE ENTRY FOR SAMPLES AND OTHER 
ARTICLES UNDER BOND 


Mr. Nicnous. I am now turning to page 10 of the bill and 14 of the 
analysis. 

The present section 308 of the Tariff Act is the section which pro- 
vides for a number of articles to be permitted temporary free entry 
under a bond which calls for reexport of the article within 6 months, 
and the Department has authority to extend that bond period to a 
year. 

The articles that come under that are machinery for repair, models 
of women’s wearing apparel, samples to be used in taking orders for 
merchandise, articles intended for experimental purposes, locomotives 
brought into the United States to clear obstructions or fight fires, 
containers for compressed gases and a few other articles. 
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At present this is the provision which applies to the free entry of 
nonresidents’ automobiles, but as I have already explained in discuss- 
ing the previous section, we are proposing to take that out of this 
section and handle the nonresidents’ automobiles like other personal 
effects. 

What we are proposing to do with this section, if the Congress 
approves, is to provide for extensions of up to 3 vears in time instead 
of just 1 year. We think this amendment will have a commercial 
effect with respect to samples which are brought in to be exhibited 
in commercial shows and in trade fairs. 

The people who handle these samples very frequently have a 
schedule of exhibitions which run for more than a vear, and they 
find it somewhat of a hardship to export the samples and bring them in 
again under a new bond. 

We believe that the authority to extend the bond period for reexport 
to 3 years will be a convenience and a help to the importers in mar- 
keting their products without involving any danger for the revenue, 
because a bond for 3 years is just as enforceable as a bond for 1 year 

Mr. Jenkins. Recently | introduced a bill in Congress and aban- 
doned it, and this is what the purport of it was—to admit commodities 
to various community fairs and municipal shows and so on and so 
forth. 

Well, I had a report from one of the departments indicating that 
there were some commodities that wore themselves out through use. 
For instance, if there was a motion-picture film brought into the 
country and shown around for 6 months, it would be showa in all the 
big cities and it would be worn out, and there would be no duty paid 
on it. What commodity would there be that vou would permit the 
use of for 3 vears? 

Suppose that you brought in a machine of some kind and put it to 
work for 3 vears. It would be producing and thereby throw our peop! 
out of work. 

Mr. Nicnots. If a machine were brought in for 3 years and actually 
used in production, it would be a violation of the conditions of the 
bond because the bond, if vou have reference to the first item |! 
mentioned in the list of machines brought in for repair, would limi: 
the use of the machine to repair. If it were used for any other pur- 
pose, the penal sum of the bond would become due. There is no 
provision in this section 308 for temporary free importation of « 
machine for any period for actual use except if you call a locomotive a 
machine, for the purpose mentioned in connection with fire-fighting 
I do not think the extension of 3 years would be of any importance in 
that connection. 

Mr. Jenkins. Perhaps I am too far away from the right section 
However, the report came up from some of your departments i 
dicating that the bill we had introduced would permit the illustration 
that I cited of the motion-picture films. It would be a popular film 
in Europe and it would come over here and be an exhibition. It would 
run all over the country and by the time the limit was reached its 
utility would be gone. It would pay no duty upon its entry, 

Mr. Nicnots. That film would not come im under this section. 

Mr. Jenkins. I know it would not. I am just wondering if you 
extend this for such a length of time if there would not. be other things 
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that would come in. Machines would come in and take the place of 
ourmachines. They would use them for 3 years. 

Mr. Nicuo.s. A motion picture can be brought in under 308 and 
it can be reproduced but it cannot be shown commercially. 

Mr. Jenkins. That is what your authority says. I had a bill pre- 
pared to permit some show articles for a show in Cleveland. The 
language was so broad that it would permit the motion-picture films 
to be sent in. The time limit was so long that they decided it would 
allow the exhibition of the film. The film would have passed its 
usefulness because the whole country would have seen it. Three 
years would be much longer than 6 months. 

Mr. Nicuois. We have a provision in this bill for admitting race 
horses under bond, and the 3-vear period might wear out a race 
horse. 

Mr. Jenkins. Very few race horses in our country last 3 vears in 
the big money. 

Mr. Nicuots. I think in the case of race horses your comment 
might conceivably have effect. A race horse may wear out in 3 
years. 

The same section has a provision in it for racing automobiles and 
motorcycles. I am not expert enough on those items, but I think 
the possibility of what you mentioned occurring on any sufficient 
scale to involve any danger to the revenue is nil. 

Mr. Jenkins. The way the traffic is developing here we have plenty 
of racing now with automobiles. 

Mr. Reep. | recall sometime ago there was a bill introduced by 
Mr. Cooley to permit the entry of some new machinery for weaving. 
We had to get clearance by law. It was a new device that they 
wanted to develop in this country, vet we had to get clearance through 
a special act. Is there any change in the law with regard to that so 
that those devices can come in? 

Mr. Nicnous. Yes. I was familiar with Mr. Cooley’s bill, if that 
is what you are referring to. 

Mr. Reep. Is this law going to be broadened so that machinery of 
that kind can come in? 

Mr. Nicnoxs. There is nothing in this bill that would accomplish 
what Mr. Cooley sought to accomplish in his bill. 

Mr. Reep. | was just wondering whether or not you were chang- 
ing the law to permit that sort of device to come in here. 

Mr. Nicnouis. We do not have any suggestions that new articles 
be brought in under this temporary procedure that I am discussing 
now. 

Mr. Mis. Mr. Nichols, do you find that there is any possibility 
of abuse, or any actual abuse, of section 308, as now in effect? Do 
you ever find that there are articles brought in under this section free 
of duty which are reproduced or copied for commercial use or sale? 

Mr. Nicnots. Let me answer that in this way: There is a consider- 
able number of cases where importers import goods they mean to 
reexport within the period and then they want to sell the articles. 
That is particularly the case with respect to model gowns. Model 
gowns are among the articles that are subject to this bond procedure, 
and the practice of customs is, where there is no reason to doubt the 
good faith of the importer in intending to export when he first brings 
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it in, and if there is a change in circumstances that leads him to want 
to sell, that the bond is canceled on payment of the duty plus 25 
percent. 

Now, with regard to fraudulent evasions, the bond procedure is 
pretty tight because, of course, the bond remains in effect and there 
is & surety company on it, and if it is not canceled after the year 
expires the fiscal controls of customs would lead to a demand being 
made upon the surety company in due course. 

Mr. Miuus. I understand there is a situation which is permissible 
under present law which gives rise to some question in my mind about 
the proper use of this section. Do you know the situation with 
respect to the photoengraving plates? 

Mr. Nicuous. Yes; I have in mind the situation that you are 
referring to. 

Mr. Miuus. Mr. Eberharter, a member of the committee, intro- 
duced a bill some weeks ago, on April 13 of this year, proposing to 
exclude from the scope of section 308 photoengraving plates which are 
brought into this country for the purpose of being reproduced. | 
understand that these photoengraving plates carry a 15-percent ad 
valorem duty; is that right? 

Mr. Nicuous. A substantial duty. 

Mr. Mixus. But an importer may bring a photoengraving plate 
into the United States under this section duty-free. Then he can 
make an electrolytic plate of the photoengraving and use that elec- 
trolytic plate for pictures. As a result, the people in this country 
who are engaged in producing photoengraving plates may lose an 
opportunity for employment. 

I can see that either their standard of living would be reduced to 
the wages of Great Britain or some other country, or else they would 
have to go into some other line of employment. 

Il am wondering if it was ever intended originally when section 308 
was passed to permit its use in such a way as that. 

Mr. Nicnous. Let me call your attention to subsection 3, which 
permits to come under this procedure samples solely for use in taking 
orders for merchandise, or for examination with a view to reproduc- 
tion. Now, as I understand it—and Mr. Johnson can correct me if 
I get off the beam—the long-established practice of the customs service 
pursuant to decisions of the customs court, has been that the words 
“for examination with a view to reproduction” cover the situation 
where an article is brought in for the purpose of having reproductions 
made of it. 

You have the case of the model gown, which is one of the cases 
actually covered in the court’s decision, where the model gown was 
brought in and reproduced and other gowns like it were made and 
marketed. 

Mr. Mitts. Let me interrupt you at that point. I can see that 
the situation of the model gown is in line with this paragraph 3 of 
section 308, but I have difficulty in understanding that a reproduc- 
tion of an electrolytic plate from a photoengraving plate is a repro- 
duction within the meaning of paragraph 3. 

Mr. Nicuots. I might add that I understand the same rule applies 
to articles such as master plates that are made use of in making 
phonograph records; that is to say, you can transcribe somebody s 
singing abroad and bring in the wax recording of that and employ 
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it in making phonograph records in this country through various 
intermediate processes, and reexport the original wax impression and 
have the bond canceled so that the whole thing will be free of duty. 

Under this provision—and I am not in a position to argue all the 
refinements of the proposition which involve an analysis of two or 
three customs court decisions and involve of course questions about 
the legislative history of this provision—but I understand that until 
recently it has not been seriously questioned that the legislative 
intent was broad enough to cover this situation. 

If the customs service is wrong, of course the Congress can say so, 
but where a practice is followed for a substantial period of time, and 
following a court decision, the service has naturally felt that what- 
ever original question there might have been has been cured by the 
passage of time. 

Mr. Mixts. It is certainly in the best interests of our own country 
to bring in something that is produced abroad, if we need it here, 
and from a sample of that article we can have something available 
here that we would not otherwise have. But it is hard for me to 
conceive that those who wrote the Tariff Act of 1930 intended to 
create a situation wherein such a practice would develop as has 
grown up in connection with the photoengraving plates. As I under- 
stand the intention of the people who drafted the act of 1930, they 
did not intend to put articles on the free list except by specific desig- 
nation. They were thinking rather in terms of increasing the duties 
on most items. 

Mr. Jounson. Mr. Mills, the customs service adopted the inter- 
pretation that you have suggested and for a considerable time held 
that articles could be imported for examination with a view to repro- 
duction under section 308 (3) only if the identical article imported 
was to be duplicated. However, the court held in two different 
cases, first, that certain model gowns could be imported with a view 
to reproduction therefrom of paper patterns which surprised us a 
great deal, but of course the court determines what the law is. 

Secondly, they held that certain drawings and paintings made by 
hand could be imported for the production of wall paper. 

Now, from those decisions the present practice has developed, 
and I do not believe that we have gone one iota beyond the principle 
of those decisions. 

Mr. Muiuus. In the beginning you must have shared the thought 
that the statement that | am now expressing was a correct inter- 
pretation of the law. 

Mr. Jounson. That was our original interpretation. 

Mr. Miuus. It would appear to me, notwithstanding the decisions 
of the court, that perhaps vour original thought, and the expression 
of mine today, is still the intention of the group who drafted the 
Tariff Act of 1930. 1 do think that perhaps, as we go further into 
this matter, it might be well for us to define what we mean by “repro- 
duction.” I see that there is a possibility of a growing use of this 
section 308 that would not be in the best interests of the people here. 
There are many things that can be done under it, things which we 
want to continue to permit, because they are in the best interests of 
our people. However, to circumvent the payment of duty by repro- 
duction of a different article, such as an electrolytic plate, I think 
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should be corrected before that practice spreads to the detriment o! 
those who now produce photoengraving plates in the United States 

Mr. Mason. Perhaps then it is our job to clarify these court cd 
cisions so they do not go further than the intent was and perhaps tha: 
ought to be done in this bill, if it is a clarifying bill. 

Mr. Minus. That was my thought, that we could do it in the bil! 
Mr. Nicuous. I would like to say, if the committee feels—and | 
can understand how they might feel there is a loophole here—-we cer 
tainly would be glad to give whatever assistance we can in drafting a 

suitable provision. 

I think vour bill, Mr. Mulls, of course applies to only one of the cases 
in which that rule has been applied. 

Mr. Mixus. That is the weakness of the bill. It should be applied 
generally to exclude every situation where it is not—and [ am express- 
ing a personal opinion—a reproduction in kind. 

Mr. Nicuots. Just expressing. a personal opinion, I would think 
the committee would probably prefer, if they were going to hand): 
this, not to single out a specific commodity, but deal with the matte: 
across the board, and if this legislation has been misinterpreted by the 
court, then certainly this is the time to correct it. 

Mr. Coorrr. Let me ask a question for information. Is the effect 
of this provision now being discussed in the pending bill to reestablish 
the interpretation that was followed before the court decisions to 
which Mr. Johnson has referred? 

Mr. Nicnots. No, sir. The bill that we have before you would 
not affect that at all because all it does is to extend the bond period to 
3 vears, and if you are going to take care of the situation that Mr 
Mills is talking about vou are going to have to have some other amend- 
ment that is not now in this bill. 

Mr. Miius. Perhaps Mr. Cooper has in mind that the suggestion 
1 was making with respect to this problem would restore the origina! 
interpretation of the Bureau of Customs prior to the court decision 

Mr. Nrenous. You evidently would have to use different languag 
than they used before because the court has interpreted the language 
previously used. 

Mr. Miuus. Language that would clarify the intent a little more 

Mr. Nicuots. Are there any other questions on this section, MM: 
Chairman? If not, I would like to go on. 

The Cuarrman. You may proceed. 

Mr. Nicuous. I should have mentioned that the part of thus 
section which refers to the automobiles, motorcycles, bicycles, ar- 
planes, airships, and so forth, which is in the middle of page 11 of the 
bill, is to take care of what is left after we have taken the nonresidents 
automobiles for their own personal transportation, that is to say, an 
automobile that was imported for use to participate in a race would 
be brought in under this temporary bonding procedure. It is only 
automobiles for personal transportation that would come in as 
personal effects. 


SECTION 9. SUPPLIES AND EQUIPMENT FOR VESSELS AND AIRCRAF 


I would like to go on to section 9 of the bill, which is on page 11 of 
the bill and on page 14 of the analysis. 

This section has to do with the provisions of sections 309 and 317 
of the Tariff Act which provide tax- and duty-free supplies and 
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equipment to warships and merchant ships and fishing vessels and 
aircraft. 

The procedure that has been established for a great many years 
has been that one of our own war vessels, or foreign-flag war vessels, 
or a merchant ship of our own or a foreign country, can obtain by 
withdrawal from warehouse, or from continuous customs custody, 
as it is called, the supplies and equipment that the vessel requires in 
order to operate. 

The purpose of this is primarily, so far as our own vessels were 
concerned, to put them on a footing of equality with foreign vessels 
that, for the most part, would get their supplies and equipment 
abroad. 

I should have said that the supplies for vessels and aireraft under 
our own flag do not include equipment—it is simply supplies. 

We have a provision relating to aircraft which is in our law which 
provides for equipment as well as supplies and the effect of that 
provision is that a foreign flag aircraft, if it comes from a foreign 
country that grants reciprocal privileges to our aircraft, can obtain 
tax- and duty-free supplies, repair parts, and equipment. 

Now we are proposing to change the law in this bill in two major 
respects: In the first place, we propose that a foreign-flag merchant 
ship that has to undergo repairs in this country can obtain the im porta- 
tion of the repair parts or equipment that needs to be installed—a 
new boiler, for instance, or propellor—-without the payment of duty 
under our law. 

The present law has the unfortunate effect of causing the foreign- 
flag ship that needs repair in our ports to pass up those repairs if it 
possibly can, because you cannot bring in a propeller to put on a 
foreign-flag ship without paying duty on it. Even though the ship 
is going to leave our port with the propeller installed and perhaps 
never return, our present law requires duty on that propeller and there 
is no provision for draw-back or refund. 

Mr. Miuus. If 1 may interrupt you at that point, actually what 
you are endeavoring to do in this section is to extend the same treat- 
ment to foreign ships that is now extended to foreign aircraft? 

Mr. Nicuous. That is correct, yes. We are proposing to do a 
little bit more for foreign aircraft, and so there still will be some dis- 
tinction. The foreign aircraft stand in need of ground equipment, 
and we propose in this bill to let them bring in ground equipment on a 
reciprocal basis. That is, if they come from a country that grants 
reciprocal privileges to our aircraft. 

And I think from the balance of advantages and disadvantages, 
that with regard to the ships we have these two advantages: in the 
first place, you will advance the cause of safety at sea by assuring 
that foreign-flag ships will be properly repaired if they need repair 
in our ports, and secondly, vou will get a little bit more ship-repair 
business for our ship-repair vards. 

Mr. Cooper. Let me ask vou a question for information there. 
Take a ship that comes into port in this country and finds it needs 
anew boiler. Well, that ship did not bring an extra boiler along with 
it, did it? 

Mr. Nicnots. No. If they brought a spare part on board the 
ship there would be no duty. But if the spare part is brought in on 
another ship, there isa duty. That is the situation we are seeking to 
correct. 
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If the boiler was brought in, let us say, from Norway, to be installed 
on a Norwegian ship which was tied up in our ports needing boiler 
repair, they would have to pay duty on that boiler. We do not 
think that is fair, and we do not think that it is a desirable situation 
in the effect it has on the policies and practices of these foreign-flag 
ships. 

This particular provision was discussed with the Maritime Admin- 
istration and we were informed that they had taken it up with some 
of the domestic shipping people and encountered no objection. So 
we feel that this is not a controversial provision. 

The provision with respect to the aircraft is one that would be 
highly beneficial to our aircraft industry because it would assist 
them in obtaining reciprocal privileges abroad. And we call your 
attention in the analysis to the so-called annex 9 of the International 
Civil Aviation Convention in which the countries agreed, so far as 
was consistent with their legislation, to make reciprocal privileges 
of this kind available. 

The provision with respect to ground equipment will be different 
under this bill in one respect, and that is that the ground equipment 
has to be imported. We are not recommending any tax exemption 
with regard to ground equipment which a foreign-flag airline might 
want to buy in this country. 

Mr. Mirus. Let me see if 1 understand what you propose. So far 
as foreign ships are concerned, you are proposing to treat them in the 
future as you now treat aircraft? 

Mr. Nicuous. That is right. 

Mr. Mitus. And so far as aircraft is concerned, you propose to 
enlarge the exemption on importations to include ground equipment? 

Mr. Nicnous. That is right. 

Mr. Minus. Now, the ground-equipment part, as I understand it, 
will not be applicable to all nations, but only to those nations that 
extend to us a comparable treatment? 

Mr. Nicuo.s. That is right. 

Mr. Mitus. That is under ICAO? 

Mr. Nicnous. That is right. 

Mr. Mixtus. Do vou have any limitation upon your treatment of 
foreign ships? Will that be world-wide, or will that treatment apply 
to only such countries as accord us comparable treatment? 

Mr. Nicnouis. No, the reciprocal provision in this bill is only with 
respect to aireraft. As to the ships, we do not think the situation is 
quite the same with regard to ships because, of course, it is much mor 
costly to have repairs made in this country than abroad, and we have 
to assess duty on our ships when they have repairs made abroad. 

Mr. Mills. We do assess duty? 

Mr. Nicnous. We assess a duty of 50 percent on any repair that 
is made 

Mr. Mitus. Do you mean if an American liner is incapacitated at 
Le Havre, France, and parts can be obtained in France that may 
amount to $10,000, when that ship returns to the United States, the 
duty is paid on those parts? 

Mr. Nicuois. That is correct, with one exception. That duty can 
be remitted if the repair was unavoidable, that is, if the casualty 
could not have been foreseen and provided against, and the ship had 
to have the repair made to return to the United States. 
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Mr. Mitts. In that event there would be no duty? 

Mr. Nicnous. Then there would be no duty. 

The CHarrMaNn. Does that provision apply to all ships or just 
warships? For example, is there a difference between merchant ships 
and warships? 

Mr. Nicuots. It applies to foreign warships and foreign merchant 
ships and foreign fishing vessels. 

The CHairman. What about American ships? Does it not apply 
to them at all in any way? 

Mr. Nicuous. No. 

The CHairMAN. Suppose American shipowners secure equipment 
for their ships that is foreign made. Then where do they come in 
under the tariff? 

Mr. Nichous. They have to pay duty. If the equipment was 
installed in this country, the duty would be according to the schedules 
of the tariff act, whatever it was. If the equipment was installed 
abroad, it would be the special 50-percent duty on ship repairs. 

The Cuarrman. Very well, proceed. 

Mr. Nicuois. We are not proposing any change with regard to 
ships of our own flag. 

Mr. Jounson. To the best of my knowledge, the United States is 
the only country in the world that treats these articles as imported 
merchandise when they are brought in solely for installation on the 
foreign vessel. I know positively that Canada does not treat it as 
importation. 

Our treatment is required by court decisions and opinions of the 
Attorney General holding that the merchandise is imported when it 
is transferred from one vessel to the other although it is never landed 
on the soil of the United States. 

Mr. Nicnots. | have finished my remarks on this section, and if 
there are any questions I should be glad to answer them. 

If not, | will proceed. 

Mr. Comprs. | have just one question to clear up my own mind. 
As to this tax or differential or tariff that is levied on repair of American 
flag vessels in foreign countries, if I understand you, that applies 
only to voluntary repairs made abroad, and not necessitated by un- 
foreseeable accidents or something of that sort? 

Mr. Nicnous. That is right. 

Mr. Comps. Then | assume the purpose of that 50-percent tax, 
or whatever it is, is to see to it, as far as tariffs will do so, that American 
flag ships are repaired by American workmen in the United States; 
is that right? 

Mr. Nicuous. That is the way I understand it, ves. 

Mr. Reep. What countries extend these reciprocal privileges? Do 
we have written reciprocal relations with Norway? You mentioned 
Norway. 

Mr. Nicnous. | was talking about aircraft in connection with 
reciprocal privileges. That does not happen to prevail with respect 
to ships. 

Mr. Reep. It does not? 

Mr. Nicuous. No. We can provide for you a list of countries thit 
do afford reciprocal privileges insofar as we have that information . 
That is on aircraft only. We can provide that if the committee would 
like to have it. 
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Mr. Reep. I think it might be just as well to have it for the record 
Mr. Nicnous. Very well. 
(The information referred to is as follows): 


RectPROCAL PRIVILEGES FOR AIRCRAFT 


Countries which the Secretary of Commerce has stated allow to aircraft o! 
United States registry privileges substantially reciprocal to those referred to in 
section 309 (a), Tariff Act of 1930, as amended (19 U.S. C. 1309 (a)), and seetio: 
3451 of the Internal Revenue Code: 


SEC. 309 (A), TARIFF ACT 19380 


Country Date | Treasury 
decision 


Australia June 2, 19590 52510 
Bermuda Aug. 17, 1939 40044 
Canada Mar. 13, 1950 52431 
Denmark June 7 and 24, 1948. 51966(5 
Ecuador June 6, 1950... 52510 
France Aug. 5, 1949 j 52297(5 
Norway... June 7 and 24, 1948. 5193 
Sweden do } 5198, 
The Netherlands May 18, 1950. ; 52404(2 
United Kingdom June 6, 1939. . Pe 49014(7 


SEC, 3451, OF INTERNAL REVENUE CODE 


Belgium June 6, 1939 sabe ‘ 49914(7) 
Bermuda ; Aug. 17, 1939. i — 4004414) 
Canada June 6, 1939 | 49914(7) 
Chile do Jit 499147 
Colombia do 4991417) 
Denmark do ‘ | 499140 
Egypt | Nov. 4, 1948 52004(1) 
Eire June 6, 1989. __. 499147 
France. . . | do 49914; 
Germany do 3 499145 
Netherlands do 49014 
Netherlands Indies ‘ | do 49914 
New Zealand ; oil do. 4991407 
Norway. ..do 1901405 
Sweden do 499140; 
Switzerland - .. do E 49014 
United Kingdom . do ; . ; , 4991417 
Uruguay. ... —_— a , os seed : | 19914 


The CuatrmMan. Very well, you may proceed. 


SECTION 10. DRAW-BACK OF IMPORTS NOT ORDERED 


Mr. Nicnoxs. I come now to section 10 of the bill which is on page 
15 of the analysis and page 14 of the printed bill. 

This section is intended to provide against two types of hardship 

cases that cannot be dealt with under the existing law. The existing 
law permits an importer to reject his importation as not conforming 
to samples or specifications and to receive a refund or draw-back of 
his duties if he returns it to customs custody for export within 30 
days. 
We have found that the 30 days are not in practice sufficient for the 
importers to ascertain if the merchandise is defective or not, and the 
need a little more time, so we are recommending that the statut: 
be amended to show 90 days instead of 30. 

The other change we are proposing here is with respect to merchan- 
dise not ordered. This is a very unusual situation, but once in a great 
while a man accepts the delivery and makes an entry of merchandise 
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which he simply never ordered at all. Of course, ordinarily that would 
result from an error or mistake on his part, or the part of his employees. 
This provision that we are recommending would permit the reexport 
within 90 days of merchandise that was not ordered the same as 
merchandise that is rejected as defective or not conforming to samples. 

I do recall an actual case that came to my attention a few months 
ago of a man who had a money claim against a businessman in South 
America and the businessman sent him a payment in kind, without 
the American businessman's permission, some kind of merchandise, 
and he entered it. But on examining it, he discovered that it was 
entirely unsalable. It had no money value. And yet we were com- 
pelled to assess duty on that importation, because there was no pro- 
vision, after it had once been entered, to permit a refund or draw- 

back. 

Mr. Mixus. May I ask a question there, Mr. Nichols: As I under- 
stand the existing law, if the article is returned within 30 days, for 
the reasons set forth by you a moment ago, that is, it is not what he 
ordered, you give him his money back less 1 percent? 

Mr. Nicno.ts. That is correct. 

Mr. Miuus. You retain 1 percent of what he has paid in. Now, 
that rule applies even though the man took this out of customs think- 
ing that he had ordered it, and it turned out that he had not even 
ordered it at all. 

What is the justification for retaining the 1 percent of what he has 
paid in? Why not give him back 100 percent? 

Mr. Nicos. Well, may I make this comment: that in cases of 
draw-back even 1 percent is not sufficient to compensate the customs 
for the administrative load that is involved in handling draw-back 
cases. 

Mr. Mirus. I can understand that requirement where he is dissatis- 
fied, where he actually ordered a shipment of gowns from Paris and 
it turns out that they were not Paris creations at all, but were made 
in Rome and were shipped to him from Paris although they were not 
what he ordered, nevertheless, he did order them. I can understand 
that possibly he has caused the customs a little extra expense, or 
somebody has along the line. But where the fellow in Scotland ships 
to some importer over here several cases of Scotch whisky that he 
never ordered in the beginning, and he takes it out, or some employee 
of his without his knowledge takes it out, of customs, I cannot under- 
stand why that man is not entitled to be fully reimbursed. 

Mr. Jounson. Mr. Mills, the ancient tradition of draw-back in the 
United States is that it was never the full duty paid. Until 1890 the 
Government retained 10 percent. In that vear, in order to encourage 
American industry and so forth, it was reduced to 1 percent. That 
continued until 1938 when a few of the hardship draw-back cases were 
changed to 100 percent allowance. 

| believe the Treasury Department would have no objection what- 
soever to having this increased to 100 percent, beeause the 1] pereent 
is not worth keeping. It does not amount to enough revenue to be 
of anv significance. 

Mr. Minus. It could not amount to much in revenue, vet it might 
leave a bit of a dissatisfied feeling on the part of the importer. 

Mr. Comps. see the gentleman yield for one moment? 

Mr. Minus. Yes, si 
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Mr. Comrs. I would like to offer the suggestion that in a case of 
that kind of a draw-back, that the reason for the draw-back is not 
due to any act of the Federal Government or the customs service, 
but is due to the act of the man who shipped the wrong article into 
the United States. Therefore, perhaps the importer ought to pay 
the customs for its trouble and outlay and bill the fellow who shipped 
the wrong goods. 

In other words, he is the fellow who ought to bear the brunt of it. 

Mr. Mitts. I would agree with that. 

Mr. Nicnois. We are not recommending any change in the 1- 
percent rule. 

I would like the record to show our position is open on that question. 
We do not have any recommendation to make at this time, but simply 
as a matter of fact, we would like to have the committee know that 
the | percent is generally insufficient to compensate for the adminis- 
trative trouble in the draw-back cases. 

Mr. Granam. If I may make an observation, the case cited by Mr. 
Nichols here is a very unusual case, as you can imagine, when a 
South American businessman ships to his American counterpart some 
goods that were unknown to the American. In this case, I am 
perfectly sure that the American who had to pay the duties would 
have been delighted if we could have given him back 99 percent. The 
1 percent would not compensate us for the paper work, but if he had 
gotten 99 percent back, | am confident that he would have been very 
happy. 

Mr. Mixtus. The suggestion you make in the bill might take care of 
his situation. Ninety days would be, | think, a reasonable time 
within which he could apply for his draw-back. 

Mr. Granam. That is correct, sir. It would have given him back 
substantially what he paid, and we would make no profit out of it 
And I think he would have been very happy. But our hands were 
tied. 

To repeat, it is a very, very unusual case. 


SECTION 11. ADMINISTRATION EXEMPTIONS 


Mr. Nicnous. Are there any further questions on section 10? 
If not, | would like to proceed to the next section. 

Section 11 is on page 15 of the bill and page 16 of the analysis. 
Section 11 is the section to increase the small value and small item 
provisions of section 321, of the tariff act, in its present form. At the 
present time the tariff act permits the disregard or noncollection of 
duty on any import up to $1 in value, and in the case of accompanied 
imports, that is, imports the importer brings with him, the figure is 
$5, at the discretion of the collector. 

Then there is a provision in the present law permitting the disregard 
of small variances between the deposited estimated duties and the 
final liquidated duties. 

This is one of the provisions that stems from recommendation of 
MeKinsey & Co. McKinsey & Co. felt that the customs service was 
forced to spend entirely too much time in billing importers for trifling 
amounts of money or refunding trifling amounts of money, and in 
classifying and appraising imports of trifling value, and in collecting 
duty on those imports. 
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After very careful study, this section has been drafted as the most 
practical and workable way of carrying out what McKinsey & Co. 
had in mind. It will permit the disregard of differences between 
estimated deposits and final liquidations of $5 or less. With the 
exception of alcoholic beverages and tobacco, it will permit small- 
value exemptions up to $10. The small-value exemption could be $10 
in the case of an importation for personal use and not for sale. The 
maximum is $5 where that restriction is not accepted, that is, where 
the importer could resell. 

Mr. Miuus. May I ask a question at that point: Your first sug- 
gestion from $1 to $5 to avoid figuring small amounts, that would be 
where the total bill might be $246, or something like that, and you 
would make it $245 for simplification. 1 presume that is the kind of 
situation you had in mind? 

Mr. Nicuous. No. 

Mr. Miius. No; I do not believe that is what you do have in mind. 
| think you charge him the exact amount. 

But what you do have in mind is, where the total amount of the 
duty is less than $5, you would be permitted to disregard that, re- 
gardless-—— 

Mr. Nicuots. We are going to have both types of situations. 

Mr. Mitts. Regardless of the purpose for which the article was 
conveyed to the United States, it might be sold even in the United 
States. 

Mr. Nicuots. The first section of the bill reads: 

Subject to such exceptions and under such regulations as the Secretary of the 
Treasury shall prescribe, collectors shall disregard any difference of less than $5 
between the total estimated duties or taxes deposited, or the total duties or taxes 
tentatively assessed. 

Mr. Mitus. Yes;I see. You have the authority now to disregard up 
to a dollar. 

Mr. Nicnots. That is right. 

Mr. Miuts. So, if the importer thinks he owes $250 duty and pays 
that to Customs, and it is later determined that he owes $255, you 
could disregard billing him for the additional $5; is that your thought? 

Mr. Nicuous. That is the thought. 

Mr. Curtis. Suppose he has overpaid? 

Mr. Nicuots. The same thing applies. 

Mr. Curtis. You disregard it? 

Mr. Nicnots. Yes. 

Mr. Curtis. Suppose he does make application for refund? Would 
you deny it? 

Mr. Nicuouis. We would have to deny it. All of this is subject to 
regulations. The actual practice would depend on regulations that 
have not yet been drafted. 

1 think we would have to say that on a small overpayment we 
would have to deny the refund just as we would an underpayment. 

Mr. Curtis. In other words, if the duty was $6 and you had $10, he 
would be out his $4. 

Mr. Nicuots. I think we could provide for that situation. 

Mr. Miuuis. Actually, Mr. Nichols, will not the same people and 
same concerns be involved in underpayments and overpayments 
in most cases, and will they not balance off in the course of the year’s 
time, in most cases? 

87474—51——9 
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Mr. Jounson. Mr. Mills, our present experience is that we do no: 
distinguish between whether the amount is up or down, but we <i. 
distinguish on the character of the importer. If it is a noncommerci.! 
importer with an informal entry, and he asks for the money, we refun:| 
10 cents; but, if itisa commercial importer, we would not refund under 
a dollar. 

Mr. Mixuts. Would you probably continue that same practice 
the figure is raised to $5? 

Mr. Jounson. I suspect we probably would. 

Mr. Miuus. The second part of the amendment increases from $5 
to $10 the amount persons can bring in with them or have mailed in 
duty-free. Is the situation primarily involved with that of mai! 
orders? Paragraph 1798 permits returning residents to bring in as 
much as $500 duty-free in some cases. 

Mr. Nicnous. We have two types of situations: one is mail ship- 
ments and the other is border towns on the Canadian and Mexica: 
borders. You have the situation there where the residents sometimes 
cross back and forth several times a day and they are not over ther 
long enough to claim the privileges under 1798. What is generally 
done in those cases under present law is that the local collector enforces 
such limitations as are necessary to prevent unfair competition wit! 
the local retailers. I understand they are more liberal on the Mexican 
border than on the Canadian border, because I do not think the 
collectors allow the full $5 on the Canadian border. 

Mr. Mirus. What are the situations as to Canadian and Mexica: 
citizens returning from the United States? 

Mr. Nicuous. Mr. Johnson can answer that. 

Mr. Jounson. The situations are different in Canada and Mexico. 

In Canada, except in the out-of-the-way places, where the persons 
have to get their groceries in the United States as a matter of necessity, 
the Canadians do not allow a comparable exemption. On things like 
cigarettes, particularly, they are very hostile to small importations 0; 
across-the-border shopping because they have a very high tax and : 
very substantial domestic revenue. 

Now, in Mexico, on the other hand, there is a 10-mile free zone alony 
the whole border. Persons living within that 10 miles are permitted 
to bring in things for personal consumption without paying duty. 

Mr. Miuus. Regardless of the amount? 

Mr. Jounson. Regardless of the amount. If they go beyond the 
10 miles, they have to pay duties. They even bring in American ca! 
without paying duty if they do not take them more than 10 miles 
below the border. 

Mr. Byrnes. May I ask on that same point as to this relaxation, ‘s 
that going to lead to mail-order business on items that run under $10” 

Mr. Nicuous. That is a question I am glad you asked. It is om 
that we have given a good deal of thought to and mind searching 
If the maximum ceiling of $10 is permitted, we believe, that there 
might be a mail-order business that will spring up on some items 
There are items that are dutiable at a fairlv high rate that are pro- 
duced in Europe that are in demand by our citizens here, such a- 
woolens, and it might be profitable to set up a business along tho- 
lines. 

I would not be frank and honest with the committee if I did not tel! 
you that. 
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It is our idea that it would be the duty of the Secretary to apply the 
provision which you will find at the end of this bill where it says 


that— 

The purpose of this section is to avoid expense and inconvenience to the Govern- 
ment disproportionate to the amount of revenue that would otherwise be collected. 
Therefore, the Secretary of the Treasury is authorized by regulations to diminish 
any dollar amount specified heretofore in this section and to prescribe exceptions 
to any exernption provided for in this section whenever he finds that such diminu- 
tions or exceptions are consistent with the purpose above stated, or are for any 
reason necessary to protect the revenue or to prevent unlawful importations. 

To protect the revenue, if the revenue is being depleted, by the 
springing up of mail-order business on items that are ordinarily duti- 
able, it would be the Secretary’s duty to act under this section and 
diminish the exemptions or provide exceptions. 

Mr. Byrnes. Of course, he could readily say that if these people 
did not buy through the mails they would not buy the item at all and 
there would therefore be no loss of revenue, and the reason they were 
buying the item was because they could get a good bargain on it and 
get a good deal and an advertising campaign had encouraged them 
to do it. 

For instance, I assume you could get a pretty good vial of perfume 
for $10 based upon your French value, considering the currency 
differential. It could very readily be assumed that some of these 
French perfume people could say, since it is comparatively light weight 
and the cost to mail is cheap, ‘You send an order to France and we 
will send you by return mail a vial of such-and-such perfume at a 
total cost of $10.” 

Or the same could apply to gloves, sweaters, and other items. 

As far as vour currency exchange differential is concerned, it would 
be an important factor. It is more than really just $10 in value, 
using the foreign value on that. 

Mr. Nicnots. Yes. The $10, of course, would be the customs- 
appraised value, the export value. 

Mr. Byrnes. Right, so that an item here might be selling for $15 
and would still come in under this $10 proposition. 

Mr. Nicnous. Yes. Our answer to that problem, as I say, is that 
it would be the Secretary's job to control that. 

Mr. Byrnes. Do you not think it should be done in a little more 
restrictive way rather than just leaving it up in the air as to the power 
to deal with it and rely on this other regulation? 

Mr. Nicnots. Would the committee like to have us suggest some 
standard or specification? 

Mr. Byrnes. Yes. I think you are leaving a pretty big loophole 
for a mail-order operation. 

Mr. Nicnous. As you mentioned, I think this would be largely 
important in making new lines of business possible. It would be a 
good way of possibly establishing new lines to run ads, let us say, in 
New York papers, and get a few mail orders and see how the American 
consumers like the item, and, if you found they did, to get them to 
find a regular retail outlet. In that way, you might even benefit our 
retailers. 

Mr. Houmes. On the other hand, Mr. Chairman, there are so 
many areas and localities along the 3,000 miles of boundary between 
Canada and the United States where one may have to go back and 
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forth many times to buy the necessities of life. It would be a great 
hardship in cases like those. 

Mr. Nicuots. Yes. 

Mr. Byrnes. Would the gentleman yield for just a moment? 

That part is not what worries me. These people who actually 
take the time and expense to cross the border, that is a little different 
proposition. But these people who just send a note or a little letter 
to somebody someplace and enclose $10 and say, “Send me this item 
that I saw advertised in our local paper,”’ that 1s an entirely different 
thing. It would seem to me that you might have an entirely different 
rule for mail. There a person is not carrying it himself. He hasn't 
gone to the trouble of crossing the border or coming back. 

I think it might be well to have some clause to separate the two 
and treat the mail situation differently because of that mail-order 
problem. 

Mr. Nicnous. You have three things you want to accomplish. 
You have got to minimize the waste of Customs time and effort on 
small-value shipments; you have got to protect the revenue; and you 
have some incidental benefit to some of the dollar-short countries 
from their being able to open up some new lines of business that re- 
sult from this section. Certainly, it would be consistent with our 
international monetary policy and maybe help those countries again 
to get on their feet financially. This thing would probably be very 
smal! in its effect along those lines, however. 

Mr. Byrnes. You realize the trouble people go to to buy cigarettes 
and liquor also by mail. 

Mr. Nicnoxs. Yes; that is why we are leaving cigarettes and liquor 
out of the provision. 

Mr. Byrnes. People could go into business on the mail-order liquor. 

Mr. Nicuous. Liquor cannot be sent by mail. 

Mr. Curtis. How often could an individual use these $10 ex- 
emptions? 

Mr. Nicnous. As to mail entries, there is no provision in the bill 
for any specified number of times. You could not enforce such 
provision if there were one. As to accompanied entries, not more 
than once a day. 

Now, there is one more provision in the bill, and I think I should 
call your attention to it, because it is a problem someone else wiil 
mention to you if we do not, and that is the problem of split ship- 
ments. 

It is conceivable, for instance, that a man might take apart a 
watch and send the watch in pieces that were of a value of less than 
$5 each through the mails, or by taking apart a piece of machinery, 
or even other articles, say, a gross of handkerchiefs, where he might 
ship two or three in each parcel. We think we ought to make 
provision against that and we think we have. 

Mr. Curtis. In a transaction by mail, who is the importer? 

Mr. Nicnous. The addressee. 

Mr. Curtis. He is the importer? 

Mr. Nicnouis. Yes. On mail entries, the Customs officers prepare 
what is called an informal entry and the parcel is delivered to the 
addressee, and the amount of duty shown on the informal entry ts 
collected by the post office of the addressee. 
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If there is nothing more on this section, Mr. Chairman, I will 
proceed. 

Mr. Cooper. I suggest, Mr. Chairman, that we suspend now until 

2 o'clock. 

The Cuarrman. Very well, we will return at 2 o’clock. 

(Whereupon, at 11:50 a. m., a recess was taken until 2 p. m. this 
same day.) 

AFTER RECESS 


(The hearing reconvened at 2 p. m.) 

The CrarrmMan. We will proceed. 

Mr. Granam. Mr. Chairman, if | may make an observation, just 
before the noon recess there was a very interesting question raised by 
Congressman Byrnes with respect to this small-value exemption which 
we are proposing. 

I believe that Mr. Strubinger, the Assistant Commissioner of Cus- 
toms, who is here on my left, could make a couple of illustrations of 
actual cases of what we have in mind, that might be helpful to the 
committee. So, with your permission, sir, if I could ask Mr. Stru- 
binger to give those illustrations, I would like to do that. 

The CHarrMan. Perhaps you had better wait until Represe utative 
Byrnes returns since he " aised the question. 

Mr. Granam. Well, it was following along the discussion of the 
entire session, but he did raise these questions just before lunch. 

At your pleasure, sir, we can do that. 

The Cuarrman. If he does not come in, we will take it up a litth 
later. 

Mr. Granam. Mr. Nichols will proceed with the next section of the 
bill. 


SECTION 12. INTERNATIONAL TRAFFIC AND RESCUE WORK 


Mr. Nicuous. Mr. Chairman, the next section in the bill is section 
12, which is on page 17 of the bill, and page 17 of the analysis. 

This section provides that the vehicles and other instruments of 
international traffic shall be granted the customary exceptions from 
the application of the customs laws. It further provides that the 
Secretary of the Treasury may provide by regulations for the admis- 
sion of aircraft and equipment and supplies which are engaged in 
search-and-rescue missions in connection with salvaging damaged air- 
craft. He may also arrange for the entry of fire-fighting and rescue 
and relief equipment and supplies for temporary use in connection 
with conflagrations; and for rescue and relief equipment and supplies 
for temporary use in connection with floods and other disasters. 

I may say that so far as the vehicles and other instruments of traffic 
are concerned, that this only makes express what is already implicit 
in section 308 of the Tariff Act, which refers to the instruments of 
international traffic. 

Those instruments, I should say, are such things as the American 
ends of international bridges, of international cable lines, locomotives, 
and other vehicles engaged i in international traffic. There is a detailed 
account of those rec ognized exceptions to the obligation to pay duty 
in the Tariff Commission memorandum, which was submitted to the 
members of the committee in connection with this bill, at page 65. 
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The mention of aircraft and rescue equipment is another one of 
these items that comes to us by way of Annex No. 9 to the Civil Avia- 
tion Convention, and we hope to obtain similar privileges in case any 
of our aircraft get into trouble in any country which is a party to that 
Convention. 

The mention of fire-fighting equipment is also somewhat in the na- 
ture of a recognition of an existing practice, because, of course, if you 
had a fire burning in Detroit, the customs officers would not at present 
stop a fire engine that was coming across the river from Windsor to 
help put the fire out. But this provision regularizes the exception 
and provides additional assurance for protection of the revenue, that 
articles of this kind must either be exported within the time required 
by the regulations, or else may be forfeited. 

Mr. Mitts. I have heard that the customs service has held that it 
has authority under section 308 (5) to do exactly what is now spelled 
out in this new section 322 of the bill. Is that correct? 

Mr. Jonnson. No, sir. 

Mr. Miius. Suppose the United States and Canada want to build a 
bridge or Canada wants to build a bridge, and a part of it adjoins the 
United States; Canada does not pay a tariff duty on materials that may 
lie upon American soil; does it? 

Mr. Jounson. They do not, sir, but that is not covered by section 
308, except to the extent that section 308 contains a little parenthetical! 
clause which was introduced in 1938, which says that nothing in the 
tariff act shall be construed to interfere with the customary exceptions 
of instruments of international traffic from the application of the 
tariff laws. I have given you a very, very rough translation of that. 

Mr. Mitts. Let me rephrase my question. Section 322 does not 
do any more than customs now feels that it can do under the I ‘ariff 
Act of 1930, as amended. Is there anything in section 322 that is not, 
I believe you used the word “implicitly,” authorized under existing law? 

Mr. Nicuous. I think subsection (b) (1) is not anything that is 
recognized under existing law; that is to say, the allowance of foreign 
aircraft and their equipment to be brought in in connection with 
searches and rescues and the salvage of damaged aircraft. 

Mr. Mitts. You mean a situation in which Canada desires to 
come into the United States to find a lost plane? 

Mr. Nicno.ts. Yes, sir. 

Mr. Miuus. Whatever they bring in on the search plane would be 
subjected to tariff duties? 

Mr. Nicnous. | believe under existing law, that it would be subject 
to tariff duties, unless the customs could bring it under some exception. 
As a matter of fact, if the plane came across the border, it would be 
obliged to report to the nearest customs port of entry, airport of entry, 
and any cargo on the plane would have to be duly manifested and 
entered. 

Mr. Minus. That would cause a delay, then. 

Mr. Nicuoxs. I presume there would be a delay in doing that, if 
there was an aircraft that was down in the woods out West somewhere 
near the border. Of course, this thing is of a great deal more value 
to us than it is to any foreign country, because our aircraft fly so much 
more over foreign countries than theirs do over ours. 

Mr. Miuts. It seems to me that ce rtainly what this proposes to do 
might have already been implied in existing law. We should not be in 
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a position of imposing a duty under circumstances which are outlined 
in section 322. 

Mr. Nicnots. Maybe Mr. Johnson can tell you how the customs is 
actually handling that situation in the past. 

Mr. Mitus. Mr. Johnson, I would presume that you have not 
imposed a duty in such instances. 

Mr. Jonnson. We have not imposed the duty, but in the case of 
the rescue aircraft, we have required them to obtain certain customs 
documents, which would not longer be required. In that one instance 
only, that is true. 

Mr. Mixus. But you do, under section 322, have clear-cut authori- 
zation to do what is now implicit, perhaps? 

Mr. Jonnson. We do. And our practices in certain respects have 
been questioned by other Government agencies, and so we now want 
congressional sanction for exactly what we spell out here. 

Mr. Nicnous. These provisions are intended to assure that the 
customs barriers will not interfere with humanitarian missions, either 
in connection with aircraft or in connection with conflagrations or in 
connection with floods or other disasters. 

Mr. Mitus. That would depend on what circumstances they come 
in, and regulations or instructions that are prescribed or issued by the 
Secretary of the Treasury. 

Now, it is your thought, as I gathered from what you said, to sim- 
plify entry of such items for such purposes, into the United States. 

Mr. Nicuots. Yes, sir; that is correct. 

Mr. Mitts. Then there would be no declaration needed, in the 
case of aircraft, equipment, or supplies, which come into the United 
States for search or rescues or investigations. Would you have any 
requirement which would cause delay? Would it be necessary for 
them to enter a declaration of any kind, to stop at a customs office 
anywhere? 

Mr. Nicuots. It would certainly be the thought, in connection with 
the downed aircraft, that there should be no landing at an airport 
of entry or manifesting or entry of the things carried by the plane. 
Certainly, that is, where the necessity of the case demand that the 
plane proceed immediately to the place where it was needed. 

Mr. Mitts. In other words, if a Canadian plane should be lost in 
the Rockies, In Montana, say, and Canada desired to come in to 
conduct a search for that plane, would there be any necessity for 
Canadian Government officials to communicate in any way with our 
Government and advise customs, or others, or is it contemplated that 
they could just take off from some point in Saskatchewan and cross 
the United States border and go on into Montana and conduct a 
search? 

Mr. Nicuots. It is a little difficult to say what is contemplated in 
a general proposition, because I think the answer would depend upon 
conditions, and if we were at war, probably the Customs would 
be asked to check the entry of foreign aircraft more closely than they 
would in times of peace. And this provision is flexible enough to 
permit the Secretary to issue regulations according to whatever the 
need of the time may be. 

But I should think that it would probably be contemplated that in 
ordinary peaceful times, if it was necessary for the plane to proceed 
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directly to the scene of the calamity without reporting, it would be 
allowed to do so. 

Now, as I understand it, most planes now have radio equipment, 
and I think it would be a matter of working out the details as to 
whether a radio message should be sent, or whether some sort o| 
message should be sent and clearance obtained before the plane 
took off. 

Mr. Mitts. My thought is this: In preparing regulations, [| pre- 
sume that the Secretary of the Treasury would consult with the Civyi! 
Aeronautics Board on a matter of this sort. 

Mr. Nicnouts. There is no doubt about that, at all. 

Mr. Granam. Mr. Mills, if I may make an observation, there is an 
interdepartmental committee known as the Air Coordinating Com- 
mittee, which is made up of representatives of various departments 
who are concerned with air problems, and Under Secretary Foley is 
our representative on there; and, as you have indicated, I am sure 
that the Air Coordinating Committee, which also has the CAB and 
the CAA, would work and tell us the best way of how to handle this. 

Mr. Mriis. You can see what I have in my mind on that. 

Mr. Granam. Yes. 

The CuarrmMan. You may proceed. 

Mr. Nicuous. If there are no other questions, I will go on to the 
next section. 

SECTION 138. VALUE 


The next section is section 13, which is located at page 18 of the bill, 
and the analysis of that section commences at page 17 of the analysis. 
1 think the questions by the committee brought out yesterday what 


the basic features of the present law are that we propose to change. 
Stating it very briefly, it 1s that the value of imported merchandise is 
to be determined ace ording to the so-called foreign value or export 
value, whichever is higher: and if neither a forei ign value nor an export 
value can be ascertained, then a United States value is determined; 
and if the United States value cannot be ascertained, then the cost of 
production is used. 

We pointed out yesterday that the administrative difficulties of the 
customs and of the importer himself are such, in ascertaining the 
foreign value, that it greatly enhances the time consumed in determin- 
ing value, and makes it much more difficult for the importer to tell 
beforehand what the appraised value of his merchandise will be. 

Mr. Johnson also pointed out yesterday that the alternative com- 
pound system of value according to foreign or aoe value, whichever 
is higher, together with some of the other more technical provisions, 
has facilitated the importers who had the right kind of legal advice, 
shall I say, to jockey the determination of value so as to have a method 
of valuation employed which would be more favorable to them. 

I am going to give you an example of that which I came across the 
other day, where a foreign exporter happened to sell his product in the 
home market much more cheaply than he sold it for export to the 
United States, and duties for many years, of course, were properly 
assessed on the export value. 

Then the importer had a very clever idea. He sent one of the officers 
of his company to the United States, and that officer there formed a 
United States corporation, which, however, was independent so far as 
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stock ownership was concerned, and that corporation was then 
designated as the sole selling agent for the products of that company 
in the United States. 

The result of that was that the customs appraiser could no longer 
take the sales of that company in the United States to determine an 
export value, and according to the compound system he then fell back 
on the foreign value, even though it was lower in that particular case. 
In that particular case it was not only lower than it had previously 
been for that company, but it was lower than the rate for that com- 
pany’s competitors; and it was accomplished entirely by the jockeying 
device that I described to you. 

Now, if this bill had been in effect at the time that device was 
entered into, the appraiser would have determined the value according 
to the United States value, and the result, I think, would have been 
substantially what it had previously been under the export value. 

That kind of jockeying is also very common in connection with the 
provisions of the present law which require the price to be a price 
which is freely offered to all purchasers. That means that it the home 
market value, shall we say, happens to be a high one, the foreign 
producer can prevent it from being used for customs purposes by 
imposing a restriction as to the use of the merchandise, or as to persons 
to whom it may be resold; and those restrictions are sometimes quite 
trivial in character. 

If that happens, the foreign value cannot be determined, because 
the appraiser cannot find a freely offered price. 

Now, at the same time, we have eliminated in this draft the foreign 
value, and we have done away with those freely offered provisions, by 
inserting more liberal definitions in the bill, so that a price is freely 
offered or freely sold, within the sense of this bill, if the restrictions 
relate only to the territory in which the merchandise is sold or the 
price at which it may be resold, or if the restriction is of some other 
character, but is one which does not affect the value of the merchandise 
to ordinary purchasers. 

We believe that these provisions will at the same time be fair to 
the ordinary importer who cooperates with the customs, and will 
make it a great deal more difficult to jockey a value and bring it about 
that the customs appraiser is forced to find a value, by the statutory 
formula, which is unnecessarily and improperly favorable to the 
importer. 

One of the things that our bill does is to attempt to limit, so far as 
possible, the prices that are considered by the appraisers to wholesale 
prices. The definitions say that prices shall be determined according 
to the prices paid by the usual purchasers at wholesale; and importers 
and appraisers both have found a great deal of difficulty in determining 
beforehand, under our present law, what sales or what offiers will be 
employed by the appraisers, for the reason that the appraisers may 
be prevented by technical restrictions from considering the sales to 
the wholesalers in wholesale quantities, and instead, the appraisers 
may consider that they are forced to determine the value according 
to the sales to retailers, which are normally at a much higher price 
and in smaller quantities. 

The CuarrMan. Does the appraiser have any way of determining 
definitely that value? Does he have a right to demand that the 
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purchasers and the retail dealer inform him what price they pay for 
goods? 
Mr. Nicnous. The appraiser has a right to demand of the importer, 

information as to what price he paid for the goods; and, through the 

importer, he can get on the invoice from the foreign shipper informa- 
tion as to the home market prices, and as to the prices for export to 
the United States. And that information is sometimes, or usually, 

in fact, sufficient for appraisement. But very frequently, it may 
happen that the invoice does not furnish sufficient information to 
enable the appraiser to determine whether the price is a so-called 
freely offered price, that is, whether it is free of the type of restrictions 
I was speaking about. 

The CuarrmMan. There are three or four factors that the appraiser 
has to take into consideration in determining the fair value of the 
merchandise. You have the export value, the foreign value, and th 
United States value. And then you mentioned the difficulty o/ 
ascertaining the cost of production. 

Now, would those factors be very helpful in putting them together 
and ascertaining the cost of production? 

Mr. Nicuoxs. I do not think that they would. You see, the 
appraiser has to take those factors up in succession, except for the 
first two. I have called the foreign value and the export value a 
compound determination, in the sense that he has to find both of 
them. He must do that if they can be found. 

The Cuarrman. Is not the United States value higher than the 
foreign value and the export value? 

Mr. Nicnoxs. It may be and it may not be. You see, when tly 
appraiser appraises according to the United States value, there are 
certain credits that he allows, credits for the duties paid, for example, 
and credits for the cost of shipment, and credits for the overhead. 

The CuarrMan. That is necessary to determine the United States 
price. 

Mr. Nicnouts. When he determines the United States value, he has 
to allow a credit for the duty, because the duty is one of the things 
that enters into the price in the United States. 

The CuarrMan. Do they assess the duty on the net value aft: 
the duty is paid, that is, on what is left? 

Mr. Nicuotas. No. In the determination of the United States 
value, under the law, what he does is first to allow a so-called prototy): 
shipment, and in that shipment the actual duties are assessed an | 
collected, but he can determine the United States value for the 
prototype snipment. He has to find it some other way. 

Then, when there is a shipment later on, the duties incurred under 
the prototype shipment are known, and the prices realized in connec 
tion with that shipment are known—and I am talking now about thy 
existing law. 

Under our bill, the appraiser will be permitted to await the outcome 
of these factors, other than the duty. He will estimate the duty. Of 
course, in the case of determining the duty, where he is determining 
the duty on the various merchandise he is appraising, he would be 
forced to make some assumptions as to what the appraisal was going 
to be, but that is a form of mathematics which is not beyond the 


power of our appraisers. 
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I think, in answer to your question about the cost of production, 
that he does not have to determine the cost of production unless he 
has already failed to determine a value under the three other methods, 
so that whatever information he had in connection with those methods 
could not be of great assistance to him. 

In determining the cost of production, he has to start with the cost 
of labor and the cost of materials. 

The CuarrmMan. What else does he have to help him in determining 
the cost of production? Where does he get any further information, 
other than the foreign value and the export value and the United 
States value, in order to determine the cost of production? 

Mr. Nicnons. If he has failed under those methods, he has to 
demand additional information from the importer, and the importer 
usually sends to his supplier for additional information that will show 
the cost of production, and the customs appraiser can accept that 
information if he thinks that it is sufficient. 

The CuarrmMan. How long does it take, ordinarily, to determine 
the true and correct value? It seems, from what you state, that it is 
quite a circuitous, delayed procedure. Is it just in extreme cases, or 
is it the normal situation? 

Mr. Nicnots. I do not want to overstate the defects in the existing 
law, and of course, it is the unusual cases that take several years, 
but some cases do take several years, and that is without counting 
the court proceedings. It takes several years simply to make the 
necessary foreign investigations and get that kind of information. 

The Cuatrman. In the meantime, the duty is paid into the Treasury 
of the United States. What happens when the value is finally deter- 
mined? 

Mr. Nicuots. In the meantime, the importer has paid a deposit 
of estimated duties, and he has usually sold the merchandise in the 
commerce of the United States, and if the appraiser advances the 
value it is usually too late for the importer to add to his price. So 
that the importer has to bear the added amount of duty, himself, and 
he is unable to pass it on. That is one of the reasons why the im- 
porters want to have the value ascertained as promptly as possible. 

The Cuarrman. If he could not pass the duty on, he would go out 
of businesss, unless he had a wide margin of profit. If he does not 
pass all of his expenses on, he would soon go out of business. 

Mr. Nicos. It could put a man out of business very quickly, if 
he made a mistake on some of these. 

Mr. Cooper. Let me ask one question, to understand a little more 
clearly your expression there about the free offer. Is that one of the 
factors, or one of the elements that goes into making up one of these 
factors? 

Mr. Nicnots. That is one of the factors that the present section 
402 calls for, both in foreign value and export value and United 
States value. That is, in all three cases the appraiser must limit him- 
self to considering the prices which are freely offered to all purchasers 
in the usual markets. And the term “freely offered’’ means, as the 
courts have interpreted it, there can be no limitations on territory or 
resale price; and the term “all purchasers’? means that anybody 
must be allowed to go and buy the merchandise at that price. If 
you offer merchandise, for example, to all wholesalers, that does not 
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meet the statutory standard. You have to have an offer that is open 
to all of the world. And “in the usual markets,”’ of course, that is 
self-evident. It means the price that has to prevail in the market 
the statute is talking about, that is, the foreign country’s principal 
markets in the case of export and foreign value, and in the United 
States in the case of United States value. 

It is those limitations on free offers, and what constitutes “all 
purchasers,” that, in our judgment, make it most difficult for ‘the 
appraisers and for the importers to determine readily what the ap- 
praised value of merchandise shall be, next to the problem of ascer- 
taining the facts that have to be developed in a foreign country. 

Mr. Cooper. I| think that you pointed out rather clearly the com- 
plications and difficulties that are involved under the present law in 
that respect. 

Now, suppose vou point out clearly to us the improvements that 
are sought to be accomplished by this section of the pending bill. 

Mr. Nicuous. We have already emphasized the elimination of the 
foreign value, as eliminating the obtaining of information in the 
foreign country. 

The next improvement is the definition of ‘‘all purchasers,’’ so that 
it will apply to purchases at wholesale. That is, if the price is offered 
to purchasers that excludes purchasers at retail, it still can be con- 
sidered by the appraisers under this bill; and we believe that it will 
make the primary method of valuation, that is, the export value, 
available in a much larger number of cases. 

Then we consider that the provision of the bill which excludes the 
foreign taxes from consideration, the internal taxes of the country 
at origin, will make the value much more definite and certain, because 
some of those taxes have to be considered now. 

The British purchase tax, according to court decision, does not. 
And other countries are attempting to bring their laws into con- 
formity with the British law, to get the benefit of the same doctrine 
and I feel it is safe to predict that there will be, if the law is not 
changed, a great deal of further litigation before we will ever know 
what foreign taxes must be included in the measure of value, and what 
must not. 

I think the definition of “‘usual wholesale quantities” in the bill is 
a great improvement, administratively, from the handling of that 
under existing law. The existing law, as interpreted in various court 
decisions, says that the ‘usual wholesale quantities” are the quantities 
at which the greatest number of transactions occurs. That is to say, 
if you sell widgets in lots of 10 at a time, and have, shall we say, 
1,000 transactions a year, and if you sell widgets in lots of 1,000 at a 
time, and have 100 transactions a vear, then according to the court 
decisions, 10 and not 1,000 is the usual wholesale quantity. 

That is something which very few businessmen understand, because 
it is contrary to all of their notions as to how value ought to be deter- 
mined, that a large number of trivial transactions, sumply because 
they are numerous, should take precedence over a smaller number of 
transactions involving a larger quantity of merchandise, and a larger 
quantity of money involved. Those things work out particularly 
unfortunately, because so often the quantities at which merchandise 
is sold in the United States are larger. The United States market is 
so large, of course, and simply on the basis of quantity discounts 
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prices are available for export to the United States that are not usual 
in the home market. 

So that a man who has bought for export to the United States at 
the very same price that would have been available to a man who 
bought for his home market, finds that some higher value is going to 
be employed for customs purposes. 

I think that most businessmen believe that if they buy something 
at arm’s length in a transaction where there is no control between 
buyer and seller, that what is paid in that arm’s-length transaction 
is the value of the merchandise; and some other value that somebody 
else pays on some other transaction is not the value at all. 

We think that for that reason, businessmen will feel a great deal 
more at home working under this bill, and will find it a great deal 
easier to anticipate what their appraisements will be and what their 
duties will be, than is the case under the existing law, because the 
customs values will not vary so widely from the prices they pay. 

I think that I have outlined the principal advantages, but there is 
one more that 1 want to mention, and that is the new provision we 
have added for “comparative value.” 

Mr. Jenkins. Before vou leave that, I would like to ask a question. 

Yesterday, you talked about that, about the difference between the 
rule of taking the total number as against the rule of taking a few. It 
would seem to me that neither of those rules is the proper rule, because 
if you are going to take a total number, that is very tedious, it is a 
very tedious job, and you have to take some little fellow who only has 
a few dollars involved once in a while, but as against 1,000 if you just 
take 15 or 20, and that would not be safe. But if you take 100, it 
would be much safer. 

As I say, then, if you take much more than 100, then you are going 
to get into a difficult task of having to take too many. 

Jo you not have some way to average them besides by number? 
In other words, maybe you can average them on the general move- 
ment of the commodity itself, and I mean the classification of the 
commodity. 

Take, for instance, dishes. There are some dishes that would be 
very expensive, and there would not be very many of them as against 
cheaper dishes, which would be more numerous. 

It. would seem to me that neither of these rules numerically, taking 
a numerical number, would be as good as taking an average of both 
numbers and value. [am not as well posted on this matter, of course, 
as you are, but I am just curious about this provision of the bill. 

Mr. Nicuots. Under our bill, it would not be the prices available 
to the very largest purchasers that would be employed; there may be 
some exceptions to that, but usually those prices are not freely offered, 
and in very large purchases the man who can buy the whole output of 
a plant usually can negotiate a price that is not freely offered. 

Now, these prices to be used in this bill have to be available to all 
oteg esim at wholesale, and we feel that that will exclude the very 
arge buyers and, say, Macy’s who will buy up the whole product of 
some foreign plant. We certainly agree with you that such a quantity 
transaction as that could easily be misleading as a measure of value, 
and would lead to too low a value. 

Mr. JENKINS. Suppose that you took the 10 big purchasers who 
bought as much as 990 little fellows. It would not be safe to all of 
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those little fellows to just take the big one and it would not be safe 
for the big ones to take all of the little ones. I do not know how you 
can do it, but I have been watching this thing, and I am perfectly 
willing to take your view of it when you have it all figured out. ; 

Mr. Nicuois. We think the kind of transactions at which the 
largest aggregate quantity of merchandise changes hands is a simple 
formula, and a safe formula, and that you cannot go badly wrong on 
it, and that the importer would know which formula he should apply. 

One of the things that the importers wanted, and we think we have 
given them in this bill, was to have the thing nailed down so that there 
would not be any doubt. It would not be anybody’s exercise of 
judgment or discretion to determine the value. 

Mr. Jenkins. It would not do for you to take the average every 
week or every month, or anything of that sort. It would be better 
for everybody if vou could arrive at some substantial fair figure or 
system, and then let everybody come to it. 

Mr. Nicnots. Some people might think thev might get a better 
value by just letting the appraiser exercise his own judgment and 
determine whatever value, in his experience, he thought was proper, 
but that is not what the trade wants. I think that probably their 
experience has justified them in not wanting it. So we have tried 
to nail everything down here, and that, of course, is why this thing is 
so long and so complicated. You cannot nail things down without 
spelling it out in words, and I admit we have got an awful lot of words 
in here. 

Mr. Jenkins. Each inspector would have a different judgment, 
then, and the purchaser also would be entitled to his view. It would 
not be safe to figure on one fellow, because he might be out of line 
too often. 

Mr. Nicuors. That is right. 

Now, the comparative value we provided in this bill shall be used 
if neither the export value nor the United States value could be 
ascertained. It is a value that the appraiser is to determine by sales 
or offers of comparable merchandise. 

If you know, for example, what prices are being paid for a filing 
cabinet with four drawers, you ought to be able to appraise a filing 
cabinet with three drawers, even though you have no freely offered 
prices of that commodity. 

It seems like going to an awful lot of effort for nothing to make 
the appraiser go and find the cost of production of that three-drawer 
filing cabinet. And so, we are trying to save him from having to do 
so in this bill. 

We think that the standard that is laid down there is definite and 
specific, and we think that the appraiser can apply it, and we think 
the court can apply it, if the importer appeals for reappraisement. 


EFFECT OF ECA FUNDS ON DUMPING AND COUNTERVAILING DUTY CASES 


Mr. Reep. May I ask you a question there? Does the fact that 
some of this ECA money that is going abroad and helping the coun- 
tries there, build up their industries and put in high-speed machinery 
and manufacture and bring goods into the world markets including 
our market; does that in any way interfere with your rules and regu- 
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lations as to the production cost or the value? That is an important 
subject to those people over there. 

Mr. Nicnoxs. Yes. Well, I do not know of any instances where the 
things that ECA has done have in any way interfered with the ap- 
praisement of imported merchandise. 

Do you know of any, Mr. Johnson? 

Mr. Jounson. The only instance of which I have any knowledge 
was not an ECA case. I think it was a Government purchase in 
which they got a favorable price, and we started to investigate the 
dumping. 

Mr. Reep. That is what I am interested in. 

Mr. Jonnson. I understand the distribution of ECA money is 
such that it could not operate as a subsidy of exports to the United 
States. I think it usually goes into public works projects, and then 
the local money seeps through into the building up of the factories, 
and so forth, and the local industrialists pay the full price for that 
money, as I understand it. So that the foreign government itself is 
the only one that makes a profit. 

That is a very rough sketch of it, but as [ understand it, it just could 
not subsidize the particular goods shipped to the United States. 

Mr. Nicuots. I might add to that——— 

Mr. Reep. If you found that it did, you would bring it in under a 
dumping item, would vou not? 

Mr. Nicnots. The ECA had very much in mind the danger of that, 
and some of the schemes which were under consideration to foster 
exports to the United States might have rendered those exports sub- 
ject to countervailing duties under the antisubsidy law, and they ob- 
tained the advice of the Treasury Department and the customs as to 
what things to avoid; and so far as we know, they did avoid the things 
that they were advised to avoid. 


DUMPING BY CARTELS AND OTHER FOREIGN BUSINESS 


Mr. Rexep. You have two propositions to deal with: you have 
Government cartels and you also have private cartels, do you not? 
And how far do your rules and regulations protect you against those? 
Are you just depending upon the antidumping? 

Mr. Nicnous. Certainly, cartels would tend to interfere with the 
administration of the customs laws to the extent that it would be 
difficult to determine a value in the home market, where the home 
market is controlled by the cartel. Under the antidumping laws, we 
have occasionally been confronted with a situation where an appear- 
ance of dumping was produced by the fact that the home market price 
was artificially sustained. It would have been a fact in some of those 
cases. That is one of the difficulties that a foreign country is likely 
to run into when they tolerate that type of situation. 

If you have a very high price in the home market and a sale to the 
United States at a very much lower price, it looks an awful lot like 
dumping. It may not be, but certainly it occasions inquiry. 

Mr. Reep. Are there many of those cases? 

Mr. Nicnots. I would not say that there were many pending right 
now. The number of dumping cases pending is at a very low figure 
nght now. ‘There was a period after the end of the war, and before 
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the present emergency began, when it looked as if we might ge 
quite a few, but when the world markets began to boil after Korea, 
most of the dumping cases kind of washed out. People could ge: 
better than dumping prices for export to the United States. 

We have had a good deal of trouble with products of Czechoslovakia. 

Mr. Resp. I was going to ask about that, and the recent action 
of the State Department, and I just had a letter from the Secretar) 
of State on that proposition, where they canceled those agreements. 

I was wondering how that would enter into this picture. 

Mr. Nicnous. Of course, so far as administration is concerned the 
State Department action, when it takes effect, in canceling the trade 
agreement concessions, will not involve any administrative problem 
for customs. They will just simply have to assess the duties at higher 
rates. But the dumping problem is a different matter altogether. 
We have had a number of cases involving dumping by Czechoslovakia 
that go back about 2 years now, and in most of those cases—one of 
them was announced nearly 2 vears ago, involving Czech shoes, and 
there was another one involving Czech glassware, those two have been 
publicly announced, the shoes and the glassware. 

Mr. Reep. I am only seeking accurate information, and things 
come to us in the nature of rumors, and one is that the Czechs intend 
or are planning already or have completed their plans, anticipating 
this action of the State Department, of arranging for the production 
of shoes in other countries, Holland and some of the other countries. 

Mr. Foranp. Would you repeat that last statement, please? 

Mr. Rerp. I say that Czechoslovakia expected some action here 
against them, and they anticipated this question of cancellation of the 
trade agreements, and they are arranging or have arranged to produce 
their shoes and move their machinery over into some of the other 
countries, and they can work them in from those countries, where 
they are shut off from shipping here directly. And I was wondering 
if you had any information on that, and how it would affect this 
situation here? 

Mr. Nicnots. Well, I do not know anything about that, and | 
cannot testify about it, except to say that if any shoes were produced 
in Holland, of course,-they would be the products of Holland, so far 
as our customs laws were concerned. If.vou were going to take any 
action against them because of the Czech financial interests, it would 
require some other type of action. 

Mr. Resp. It would require additional legislation? 

Mr. Nicnots. Yes. 


SECTION 13. VALUE 


Is there anything more on section 13, Mr. Chairman? 

Mr. Jenkins. I had one other question, Mr. Chairman. 

Let me see if I can sum this up: At the present time, as [ under- 
stand it, the measure of value is the American selling price, ts that 
right ? 

Mr. Nicuots. No, sir, only for certain coal tar products and rubber 
footwear and canned clams and wool knit gloves. The statutory 
basis for all other products is the foreign value or the export value, 
whichever is higher. 
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Mr. Jenkins. Why would not the old formula of the difference 
between the landing’ price and the production price in our country 
be a formula on whic ‘h it could be based? 

Mr. Nicuots. Well, I can have Mr. Johnson answer that. 

Mr. Jonnson. That would be a matter of an entire new schedule of 
duties or a new formula for levying rates of duty, rather than a 
question of value. And it would mean a new tariff act, of course. 

Mr. Jenkins. Well, your purpose, I should think, in this bill, is to 
accelerate the movement of goods into the country; and to do it as 
easily as possible and with as little work and as few people; is that not 
right? 

Mr. Jounson. That is right. 

Mr. Jenkins. That is what the purpose of this bill is? 

Mr. Jounson. That is right, sir. 

Mr. Jenkins. Well, the impact of goods coming in, the first impact 
is going to be against the goods produced here. 

Mr. Jounson. That is right. 

Mr. Jenkins. In basing vour tariff rate, you will have to find the 
cost of the goods in the other country, or else their landing value, 
and then the cost of production of the same article in this country. 

Mr. Jounson. I believe that that is the policy that the Congress 
followed in fixing the rates of duty. Now, how well they did the job in 
something we have no means of testing, and I would not have an 
opinion at all on that. But I do believe that the theory of the Con- 
gress in 1930 was to establish rates of duty which would compensate 
for differences in the costs of production here and abroad. 

Mr. Jenkins. Just to make myself clear, on this section 13, page 17, 
you still are talking about values until you get over on pages 19 and 
20, and you are on up into 21 and 22, and you are still talking about 
value. I do not know, but it would seem to me that you ought to be 
able to fix the value without all of those words. 

Mr. Jounson. We have some very interesting figures on how estab- 
lished and definite the law is today, in response to your question of 
yesterday as to what the current volume of litigation is. 

I told you I thought the average 2 or 3 years ago was around 6,000 
cases. Since then [| have learned that last year there were over 
14,000 appeals for reappriasement filed with the customs court. That 
is going into the record ina table. 

Mr. Miuus. If we do adopt this provision, section 13, for purposes 
of simplification and getting some degree of uniformity and under- 
standing on the term ‘‘value,’’ do you anticipate that as a result 
there will be less revenue coming to the Treasury, more revenue, or 
approximately the same amount of revenue, from the changed inter- 
pretation of ‘‘value’’? 

Mr. Nicuous. I would estimate that there would be approximately 
the same amount. I think that there would be two factors to consider 
there. One is that the elimination of the compound method, that is, 
foreign value and export value, might result in slightly lower values 
being assessed in some cases; and, on the other hand, I believe that the 
elimination of jockeying by importers would be a very valuable 
protection to the revenue. 

Mr. Mitzts. Do I understand now that in some instances foreign 
value might be greater than export value? 

87474—51——10 
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Mr. Nicuots. In some instances, foreign value is higher than export 
value; and in some instances export value is higher than foreign value. 
But we do not believe, from the studies that we have made, thai 
there would be enough loss of revenue to be capable of being estimated. 

Mr. Miuus. There are three factors that enter into the over-a|| 
matter of protection accorded by tariffs. One, of course, is the rate: 
and one is the classification of the articles; and the third is the value 
which is placed on the article. It is possible to lower the rate by 
use of a value or classification which is incorrect. , 

As I understand it, here you are attempting to bring about 
greater uniformity and less possibility of error in determining correct 
value of the article to be imported; is that right? 

Mr. Nicuous. That is right. 

Mr. Miuus. So that there would be less possibility of undervaluation 
and, therefore, an item entering into the United States market paying 
less duty as a result of the less value being fixed. 

Mr. Nicnous. We believe that these provisions would be a rea! 
protection against importers being able to invoke technical rules to 
obtain a value lower than the market value. 

Mr. Mixus. The customs service always has the problem of the 
importer wanting to pay as little duty as possible, I presume, upon 
the article which he has imported, and cases go to court because the 
importer thinks the value placed by the customs service is too high, 
or for some like reason. 

There is a large group in the United States that is not particularly 
interested in imports, and who are manufacturing competitive goods 
in the United States. 

Would there be any lessening of the protection which the American 
manufacturers have as a result of the change in this definition of value, 
in your opinion? 

Mr. Nicnous. No, sir. This change in the definition of “value” 
does not detract from the protection afforded any domestic industry, 
in our judgment. 

Mr. Miuus. I have not heard from any in complaint about this 
particular section, and I presume that it is generally thought that ther 
is no reduction of protection as a result of this definition. 

Mr. Nicuots. I think that the committee may hear some complaints 
about the elimination of the American selling price. 

Mr. Miuus. We have heard plenty about section 14, but I have not 
heard any, myself, about section 13. 

Mr. Nicuous. We understand that there is no controversy about 
that, except where that controversy you mention is involved. We 
have encountered very little expression of opinion on the part of do- 
mestic industry, very little or none to the effect that any of their 
protection would be impaired by this bill. 

Mr. Mius. If their present protection is not impaired as a result 
of this provision, there are savings involved in the time of the person- 
nel, and in simplification from the point of view of the importer, whic! 
actually makes this section a very important part in the over-all bil! 

Mr. Nicuous. We consider it the most important section of the bill. 

Mr. Minus. That is what I wanted to know. 
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VOLUME OF BUSINESS AND COST OF CUSTOMS OPERATIONS 


Mr. Curtis. Mr. Chairman, I would like to have some figures sub- 
mitted for the record, and if it is convenient I would appreciate having 
a copy of them for myself, because the printed record may not be 
available when we consider this bill. I would like to know the cost 
to the taxpayers of operating the customs service, beginning with 
fiscal 1946, running up to as near the present time as the figures are 
available. 

Then I would like to know how much has been collected in customs 
during the same period. 

I would also like to know the value of the imports for the same 
period, and break that down as to the total of those on the free list, 
and the total on the dutiable list. And maybe I had better ask, is 
there a value placed on goods on the free list? 

Mr. Nicuoxs. I understand so; yes. 

Mr. Curtis. If I could have that in a few days, I would appre- 
ciate it. 

(The information referred to is as follows:) 


, ? 
| Value of imports (in thou- Number of formal entries 
sands of dollars) file 

Cus- 


in toms | 

i s ms | . j 

| Custom Customs | cost of 
costof |. , 

| | collections | collect- 

} Operation 

| j | ing 


$100 


| Consumption 
| | 7 
Dutiable! Total 
Duti- 
‘ iv 
| 
(5) (6) (7) (8) rf) 


| 

Free 1 
| | | Free | Bt 
} 


(2) 


$29, 691, 842' $588, 034, 507 $5. 05 $2, 610, 564/$1, 592, 610 $4, 203, 174) 178, 063/248, 371 35, 586 462, 020 
33, 328, 255} 623, 234, 459) $5) 3, 285, 503] 2, 101, 363) 5, 386, 956/207, 094/289, 925) 44. 815/541, 834 
32, 262, 856, 542, 078, 499 5.95) 3, 828, 976] 2, 491,312) 6, 320, 288/231, 381/302, 378) 48, 084581, 843 
34, 989, G85) 515, 241, 518) . 71 . 123, 136) 2, 848, 758) 6, 971, 894/246, 327/365, 149) 49, 251 460, 727 
35, 689, 921) 560, 545, 359) 7, 3, 961, 469) 3, 060, 169) 7, 021, 629/251, 446/423, 395) 59, 919.734, 760 
36, 762, 485, 809, 135, 292 54, 5, 847, 500) 4, 929, 800 10, 777, 3 he 8361574, 442) 83, 342/932, 620 

| i | | 





Note 1.— Data in columns (2), (3), and (4) are published in the Annual Reports of the Secretary of the 
‘Treasury on the state of the finances. Collection data for 1951 are preliminary and subject to adjustment. 
Value of imports data for 1951 include estimates for the month of June 1951 and, therefore, are sut ject to 

justment. 

Note 2.—Increased costs of operation resulted from (1) statutory pay increases and (2) general price in- 
es of supplies, equipment, and services procured. Customs personnel was actually reduced during 
period despite workload increases approximating 100 percent (see columns (8) to (11) for increases in 

the number of formal entries filed). 


EFFECT OF ENACTMENT OF H. R. 1535 ON LITIGATION 


The Cuatrman. Did you not say that there were 14,000 cases 
where the importer appealed from a decision of the appraiser, or did 
| misunderstand you? 

Mr. Nicnous. That is what Mr. Johnson said. 

The CuarrmMan. Did you refer to 1950? 

Mr. Jonnson. The figure is for the fiscal year 1951, ending June 
30 this year, and the figure is 14,966. 

The CuatrmMan. That is up to June 30 of this year? 

Mr. Jonnson. Yes, sir. 

The CuatrMaAn. So we have not had time to know how much the 
number has been reduced. 
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Mr. Jounson. Many of those will be consolidated in one cas. 
when they come to trial. 

The CuarrMan. Is not one of the main purposes of this bill to clarify 
and simplify the law so as to substantially reduce the number of these 
cases appealed by the importer? 

Mr. Jounson. We believe that would be the final result, certainly 

Now, of course, it is our constant experience with new legislation 
that there is always a lot of new litigation, where the new law involves 
the collection of taxes; that seems to be a customary result. So | 
think that any new legislation would mean new litigation. 

The CuarrmMan. Would you predict, if this bill is enacted into law, 
that there would be additional litigation with respect to the appraisa! 
of this merchandise? 

Mr. Jounson. There would be a considerable volume of litigation 
in the first few years, and we sincerely believe that the Government 
would win most of the cases. We hope that is the way we have 
drafted the law. 

The CuarrmMan. Let me ask you your opinion on these 14,000 
cases. How many of those cases would you estimate would go throug) 
the courts, and how many would be settled before they reached the 
courts? 

Mr. Jounson. These have already reached the courts, sir, the cases 
on which I have given you the figures. 

The CuarrmMan. I am asking you purely for information. 

Mr. Jounson. How many appraisements have there been that were 
not appealed? Is that what you are asking? 

The CaatrMan. Suppose the appeal has to go through the courts, 
would not the Government and the importer both have been bette: 
off if those goods had never been shipped to this country and never 
been imported? 

Mr. Jounson. I would not say that, no. 

The Cuatrman. It is an expense to both, a heavy expense to both. 

Mr. Jounson. We desire to avoid litigation, but we do not think 
the way to avoid it is to stop business. 

The CuarrMan. That does not have any relation at all to my 
question. 

Mr. Jounson. I am sorry. I did not understand it. I thought 
that vou had said it would be better not to import the goods. 

The CuarrMan. I was asking if there was some way to simplify the 
law. I do not see where the Government would gain unless it was to 
prevent future litigation. I do not see how the revenue they would 
collect would reimburse them for the expense and loss of time and 
effort in handling these cases in the courts. 

I am just wondering about that. They must be a tremendous 
expense, both to the Government and to the importer. There are so 
many of these cases, and I was hoping that this bill was intended to 
eliminate a substantial number of them, but you say it is going to 
increase litigation. 

Mr. Jounson. No, it is definitely our purpose to state this law so 
clearly that litigation will be reduced. 

The Cuairman. Why do you predict it is going to increase the 
cases then? I cannot understand that. You said for quite a while 
they will increase. If the purpose is to reduce them, you cannot 
increase and reduce both at the same time. 
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Mr. Jounson. I am sorry, I did not want to speak in terms of 
increasing. I merely want to say that on the basis of my experience, 
I believe that there will be a substantial volume; and whether it will 
be as much as it is now, I do not know. IT hope not. But it has been 
my experience on all new tariff legislation that it is always followed by 
a considerable volume of litigation. I think we would be too opti- 
mistic, no matter how hopeful we are, and not quite sincere, if we 
expressed the belief that this would just wipe out litigation. 

The CHarrmMan. | was not expecting that, but if it did not curtail 
the litigation and the delay and expense incident to the litigation, 
where would the real substantial benefit come in, from this legisla- 
tion? 

Mr. Jonnson. Let me correct any misapprehension | have caused. 
We sincerely believe that this will reduce litigation substantially, 
but we do not want to promise that as an immediate result, because of 
our past experience with new laws. 

The Cuarrman. | understand you better now, and thank you. 

Mr. Jounson. That is all 1 wanted to say. I was trying to be 
cautious. 

Mr. Jenkins. It is only natural that these new laws will have to be 
interpreted and many words and legal terms given a legal definition, 
and that will mean additional business for a while; but generally 
speaking, I am sure you are right, that after these decisions have 
been rendered, then you will settle down and many matters will have 
been decided. 

Does the list vou have there show the amount of money involved? 

Mr. Jonunson. No, sir, it does not. 

Mr. Mitts. Mr. Chairman, I wonder if Mr. Johnson’s and Mr. 
Nichols’ interpretation of a case is what we commonly think of as a 
case, when they say there are 14,000 cases pending. Is it possible 
that 14,000 individual concerns or businesses are not involved and 
that one business may have 1,000 cases, even out of one shipment? 

Mr. Jounson. Each shipment would be the subject of a separate 
appeal, and as I stated, undoubtedly many of those would be consoli- 
dated into a single case for the actual trial in court. 

Mr. Minus. You could have shipments coming in each day, and 
there might be a case arising out of each shipment, 365 in a year, 
involving the same concern? 

Mr. Jounson. Just as soon as you have appealed the case on one 
issue, vou must protect vourself, and I am speaking from the import- 
er’s point of view, by appealing every similar case, to continue his 
protection of the right for relief from the courts. 

Mr. Minus. You do not mean 14,000 cases involving separate 
individuals and separate businesses? 

Mr. Jounson. Oh, no. 

Mr. Mitts. It could be just 100 individuals and concerns involved 
in the entire 14,000 cases? 

Mr. Jounson. That might be so. 


SECTION 13. VALUE 


Mr. Miuus. As I understand, this whole section applies to value 
for the purposes of ad valorem duties. 
Mr. Nicnots. That is correct, Mr. Mills. 
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Mr. Miuus. Now, let me ask this further question 

Mr. Nicuots. I had not finished my answer. There are some 
other uses for the determination of the value, other than ad valorem. 
and statistical use is one of them, and there are some kinds of duties 
where we have breaking points in the rates that are according to value, 
that is, if, for example, they are worth so much, then so much a pound 
duty, and if worth so much more, then a higher rate per pound. 

Mr. Mixus. I understand that about 60 percent of our over-al| 
imports are on the free list, and, of the remaining 40 percent, abou: 
half are under specific rates, so much a yard, so much a bushel, so 
much a ton, and so forth, regardless of value. 

That means, then, that about 20 percent of our over-all imports are 
figured on the basis of ad valorem, and about half of those are very 
simple to determine in value, are they not, Mr. Johnson? Therefore, 
vou have about 10 percent of your over-all total imports really af- 
fected by this change in definition or by this need for simplification 
That is where you have your cases. 

Mr. Jounson. I think the percentage estimate is too low, sir, but 
it is less than half of the total imports where this has a significant effect 

Mr. Mitts. It could not be half; it would be a lot less than half. 

Mr. Jounson. A lot less than half, yes. 

Mr. Mitus. That is true because so many of your imported items 
pay specific rates, where value is not the determining factor. You 
may want the value for statistical reasons, but you do not pay you 
duty on the basis of any determined value. 

You have your difficulties in the limited area of ad valorem dutics 
and that is where you have your cases, and where most of your prob- 
lems that consume the time of your appraisers and your services are 
involved, is that not right? 

Mr. Jounson. Yes, sir. Now, more than half of the rates are ad 
valorem, and among those that are specific, a good many of them are 
based on value brackets. 

Now, steel materials such as bars and rods, and so forth, pay an 
eighth of a cent a pound if the value is less than a cent and a half « 
pound; and a fifth of a cent a pound if the value is between 1% and 2! 
cents per pound, and so on. That is, up to 16 cents a pound, there 
are about 8 value brackets there. 

Mr. Mixuis. What I was attempting to show, Mr. Johnson, was 
that these difficulties arise in a sort of fringe type of case, and that 
maybe a small percentage of our over-all imports will consume as 
much time of the people who work in your organization, because of the 
lack of simplification and uniformity, as 60 percent of the imports 
which do not take any time. 

Mr. Jonnson. Yes, sir, and that becomes even more significant 
when you find that even within that percentage, our difficulties are 
with only 5 percent of that fraction. So the difficulties are in a pro- 
portionately few number of cases. 


DUTY ON CONCERTINAS 


Mr. Kina. For some time now I have had a question in my mind 
about this general situation. It may not be germane to this section 
particularly. However, there was brought to my attention an article 
that is not comparable with any article made in the United States, 
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and yet when it is imported it comes in with a 40-percent duty. It 
is @ musical instrument. 

I wonder if you could explore for a moment the philosophy behind 
having a duty of that amount applied to an instrument that is im- 
ported into the country and not made in this country, which duty 
practically stops the purchase of the article in this country? 

Mr. Jounson. Sir, I can only say that there are many such situa- 
tions. Now, whether the philosophy of the Congress was that some 
sumptuary legislation was necessary because they were luxury items, 
or whether it is just that they fell within a general description where 
there was a necessity for protection, I do not know. 

I know that there are no black diamonds produced in the United 
States, but all imported black diamonds are subject to duty if they 
are processed beyond the crude stage. 

There is practically no production of salt-water pearls in the United 
States, but they are subject to duty. 

I am taking some common items. 

Carillons—I do not believe they are produced in the United States. 
They are the chimes that are used in bell towers. I do not think 
they are produced in the United States, but they are expressly named 
in the dutiable list of the tariff act. 

And so, there was a definite congressional intention; perhaps some- 
one wanted to foster the development of an industry in the United 
States where one did not exist, but that would be all guesswork, 
because the policy of the law is outside of my field. 

Mr. Kine. This situation did create an interest, and for the pur- 
pose of making it more clear, I would like to follow it up. 

The instrument is a concertina, a small instrument that is used 
atsea. It is used by a very limited number of people here who desire 
to have them, and the only ones available are ones that have been 
brought over to this country. And they are not completely fit for 
use, as I learned from two persons who sought to purchase new ones. 
They are rather an expensive instrument. By reason of the fact that 
so many of them are used at sea, they have to be insured against 
corrosion, so usually the bodies are built of tortoise shells and the 
kevs are all sterling silver, and I think the retail price of them, without 
duty, would amount to some $300. 

Then when this type of person who would be interested in such an 
instrument is confronted with that price, plus the duty, he just forgets 
all about continuing playing, because when a miniature instrument 
gets up to $350 or $400 with a 40-percent tax, it is just beyond any- 
one’s ability to purchase it. 

It just struck me as being rather unfair; and being such an unimpor- 
tant item, the chances are nothing would ever be done about it. 

Some time back, I made inquiry of one of the men of your division 
who was here on another item, and he said that there was a 40-percent 
tax the same as on other instruments coming into the country in 
competition with those made here. 

Mr. Jounson. The duty on the concertina has been reduced from 
40 to 20 percent. 

Mr. Kina. It is now down to 20 percent? 

Mr. Jounson. Yes, sir. 

Mr. Kine. How recent was that reduction? 

Mr. Jonnson. That was in 1949. 
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Mr. Kine. That was about the time I complained about it. Who 
would determine that, Mr. Johnson? 

Mr. Jounson. That was done under the reciprocal trade agrev- 
ments program. I think it was negotiated with Italy, I am not sure. 

Mr. Kina. Thank you, Mr. Johnson. 


SECTION 13. VALUE 


Mr. Martin. Along the line IT was questioning you vesterday, 
under the present law the five different valuation yardsticks, as | 
understand, of foreign value, export value, United States value, the 
cost of production and the American selling price, What percentage o! 
imports on which duties are levied are valued under the different 
headings? Can you estimate that? Which one of those vardstick is 
most used, and can you estimate that? 

Mr. Jounson. That question was asked vesterday, and—— 

Mr. Martin. Lasked the question yesterday as to the new proposed 
valuations, and your estimate there was very Interesting to me. 

Mr. Jounson. As I stated yesterday, there are no statistics, because 
the appraisers do not report the basis of value, and it becomes a 
matter of record only when it is involved in litigation. But my rough 
estimate, for what it is worth, is that probably more than 85 percent 
are appraised at the foreign or export value; and within that 85 
percent, probably there is no difference between foreign and export 
value in at least 85 percent. 

Mr. Martin. Then 85 percent is vour estimate for the combined 
foreign value and export value? 

Mr. Jounson. Yes, sir. 

Mr. Martin. And then, taking that over into the new proposed 
law, is it your opinion, from the answers given yesterday, that approx- 
imately that same percentage or possibly a higher percentage would 
be valued under the export value category, under the new law? 

Mr. Jounson. Without committing myself any further to such a 
rough estimate, T would say that the percentage of appraisements 
under export value should be larger than the total under export and 
foreign value, because of the new definitions of freely offered, of 
wholesale quantities, and so forth. 

Mr. Martin. That is, the change in your definition broadens it 
over what it has been heretofore? 

Mr. Jounson. Yes, sir. 

Mr. Martin. So that vou should get a higher percentage—I 
believe vou said as high as 95 percent would come under that export 
value if this is enacted? 

Mr. Jounson. That shows how rough it is; ves, sir. 

Mr. Martin. I want to get a picture of this, and I want to se 
information, because I have no idea of the relative use that has been 
made of these categories now in the law, and what you expect to be 
the relative use of them in the new law if enacted. 

Mr. Jounson. Well, it is an overwhelming majority of cases, 85 to 
95 percent, and the new law should increase that percentage. 


SECTION 14. VALUE NOT TO BE BASED ON AMERICAN SELLING PRIC! 


The Cuarrman. If you are through with that section, you may go 
ahead to the next section. 
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Mr. Nicuo.ts. Mr. Chairman, I would like to suspend my testi- 
mony temporarily, and let Mr. Johnson testify on section 14. 


SECTION 6. FREE ENTRY PROVISIONS FOR TRAVELERS 


The CuHarrmman. If this is an appropriate place, before we take 
that up, Mr. Graham brought to my attention the matter raised by 
Mr. Byrnes. 

I see that he is here, and this would be a good time to bring that up. 

Mr. Granam. Mr. Chairman, thank you. 

Just before the luncheon recess there was a question raised about 
small-value merchandise. Mr. Byrnes raised the question of whether 
the $10 permit which we had placed might be an incentive for someone 
in a foreign country to flood this country with a mail-order business. 

We had pointed out that that could not happen in.the case of 
liquor or tobacco. 

On the other hand, we recognized that there was this possibility, 
and in the legislation before vou we do have what you might call a 
safety valve which would permit the Secretary, by regulation, to 
take cognizance of that and appropriate action. 

I want to say frankly that this is something that we were certainly 
aware of when we were drafting the bill. We were in the position 
of wanting to cut down a great deal of paper work on small duties 
which are certainly unprofitable and quite irritating generally around 
Christmas time to people in this country who receive gifts sent to 
them by parents or relatives or friends in other countries. 

So that we are, you might say, between the devil and the deep 
blue sea. 

We want to cut out something, but we don’t want to go to the 
point of opening up the floodgates. 

Now, I think it would be helpful if Mr. Strubinger, the Assistant 
Commissioner of Customs, would explain two or three of these gift 
cases which come up. 

The CHarrman. All right, we will be pleased to hear from him. 

Mr. Srrupincer. Mr. Chairman, it has been explained the prin- 
cipal reason for asking for this amendment is to eliminate the tre- 
mendous volume of paper work on small purchases, or rather, small 
importations. Not only at Christmas, but all during the year a 
relative in some foreign country will send a small gift to a person in 
the United States who, at the time of receiving the gift from the 
postman, in many instances doesn’t even know that it is coming. 

The postman will ask for a dollar and a quarter or 17 cents or 30 
cents, and then they will get the package and open it up. Perhaps 
they don’t want it. 

We get numerous complaints from people who cannot understand 
why we are charging a 50-cent duty on a baby coat that Aunt Minnie 
has sent to a nephew in the United States. 

From the standpoint of revenue, it actually costs us more to process 
the package, write the entry, and put the money through our accounts 
than we get in revenue. 

mm ’ 

rhen, of course, we get a lot of items such as food items, for example, 
a cake, a ham, cheese, and things of this kind, that are a nuisance for 
us to open and to handle, and the recipients don’t care too much for 
them and they certainly don’t want to pay a duty on them. 
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I made a survey some years ago in New York and found that iy 
about a year we had handled in the neighborhood of 20,000 informa! 
entries on mail where we collected less than 25 cents. 

Now, that was a tremendous amount of paper work for little or 
no revenue. That is one of the things that we are trying to avoid 

Now, Mr. Byrnes asked this morning about the possibility of » 
c. o. d. business in mail importation building up if the proposed 
amendment to section 321 giving a free exemption of $10 in value 
were approved. I made some inquiries today, and I find that at 
the present time there is ap agreement with the country of Mexico 
whereby the postal authorities of both countries permit importations 
through the mail on ac. 0. d. basis. That is the only one in existence 
at the present time. 

Mr. Byrnus. You don’t have one with Canada? In other words, 
1 cannot order from Canada on a ec. o. d. basis? 

Mr. Srrusincer. No, sir; you cannot. 

There used to be an agreement with Canada, but it has been 
terminated. 

Mr. Byrnes. I can see the need for a restriction and a relaxation 
of the present $5 restriction in dealing with people who are, for 
instance, just going over to Mexico in the morning and coming back 
in the afternoon, or who are going into Canada and coming right 
back, and that sort of thing. They bring their packages back 
personally. 

Also on this gift package thing, I can see the need for the relaxation. 

The thought occurred to me, however, that it would be entirely 
possible to exclude from this provision any c. o. d. items; that is, to 
exclude them from this relaxation. 

In other words, if it was a c. o. d. item that had been purchased 
and which didn’t fundamentally belong to the addressee as yet any- 
way, in most instances those items could very well clear through the 
regular customs procedure and have the duty paid. 

I was wondering whether that would be administratively possible. 
At the present time you say it only relates to Mexican purchases 
because, in effect, you don’t have any coming from other countries. 

So the only place that could be in effect would be with respect to 
Mexico. 

Would it be administratively possible to enforce the customs regu- 
lations against c. o. d.’s, no matter what the amount was or up to 
$5? 

Mr. Srrupincer. The present agreement that is now in effect 
with Mexico is one that is made between this Government and 
Mexico, but at least with respect to the post office authorities there ts 
no reason why the Treasury couldn’t work in cooperation with the 
Post Office Department in making further agreements. 

In other words, we might ask the Post Office Department to consul! 
the Treasury before any such agreement was made. If we [fell 
strongly enough about the situation at the time, we could say, “Well, 
please don’t do this.” ; 

Mr. Byrnes. Without relating it necessarily to the administration 
in the postal service and to whether or not there should be an agree- 
ment to permit, as far as postal regulations are concerned, these 
c. 0. d. operations, is the administration of the customs such that you 
can make exceptions as to the type of postal entries? Can you dil- 
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ferentiate, in other words, between a c. 0. d. parcel and a non-c. o. d. 
parcel without administrative difficulties? 

Mr. SrruBincer. May | ask Mr. Johnson to answer that question? 

Can you answer that question, Mr. Johnson? 

Mr. Jounson. Can we distinguish between a c. 0. d. parcel and 

Mr. Srruspincer. And one that isn’t marked c. o. d. 

Mr. Jounson. There is a positive identification of it. 

Mr. Byrnes. That is what I mean. That is why it seems to me it 
wouldn’t be too burdensome to collect the duty on c. 0. d. parcels 
without going into other aspects of the problem. 

Mr. Srrusincer. | didn’t understand you. I thought you meant 
whether we could prohibit c. o. d. packages. 

Mr. Byrnes. I am not talking about prohibiting them. My point 
is that they are coming in under c. o. d., and there is every reason in 
the world why a duty should be assessed against them just as if they 
went to the importer and the importer resold them. 

Mr. Srrusincer. We could easily identify the package because it 
is plainly marked. 

Mr. Byrnes. Then, as far as this particular section is concerned, 
you might not have an objection to putting an exception into that 
section so as to except items being imported on a c. 0. d. basis? 

Mr. Srrusincer. | think it might possibly be well for us to check 
with the Post Office Department and see whether that would interfere 
with the foreign postal regulations that they have agreed to with 
other countries. 

Now, as I say, Mexico is the only one now. I don’t know whether 
the Post Office Department would have some policy consideration 
that they would voice against putting something like that into the 
bill. 

Mr. Byrnes. At the present time, what do you do with a ¢. o. d. 
coming in from Mexico, say, one for $50 and one for $3? Do you 
differentiate between them, or do you not? 

Mr. Srrupincer. It wouldn’t make any difference now because 
they are dutiable. 

Mr. Byrnes. They are both dutiable? 

Mr. Srrupincer.: That is right, sir. 

Mr. Byrnes. What we would do then, if we make an exception to 
the proposal that you have in the bill so as to exclude from the pro- 
vision, the $10 provision, c. 0. d. items, is to continue the present 
practice as far as that particular item of mail is concerned? 

Mr. Srrupincer. If we had such a condition in the bill. 

Now, there is one other thing that I would like to mention. You 
point out that perhaps a big business would be done in perfumes. 

Under the registration of trade-marks and copyright, practically all 
perfumes are prohibited excepting with the consent of the domestic 
importer, if a person has a license in this country to import. In other 
instances, they permit one bottle. 

So, I don’t believe that the field of perfumes and novelty—not 
necessarily novelty items, but items which have a selling name in this 
country—would be a big field for a mail-order business because the 
franchise has been given to certain persons in this country, certain 
entities, and they are very well protected by the foreign producer, 

Mr. Byrnes. In order to point out the reasons for my concern, 
let me ask this question: Is it not true that there are a number of 
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cases where the duty on a given item would greatly exceed the mailing 
cost on that item? 

Mr. Srrupincer. There might very well be; yes. 

Mr. Byrnes. It seemed to me that where there was a differential. 
where you could mail them from a foreign country to an addressee 
in this country at a cost lower than the rate of duty, there automati- 
ically is the encouragement to pay the postage and avoid the duty 
and thus make some saving. 

That is all, Mr. Chairman. 


SECTION 14. VALUE NOT TO BE BASED ON AMERICAN SELLING PRICE 


The CuarrMan. I believe Mr. Johnson is to take the stand next. 

Will you go ahead in your own way, please? 

Mr. Jounson. I will take this opportunity to relieve Mr. Nichols, 
not because there is anyone from the Treasury Department who does 
not understand it, sir. 

Mr. Nicuots. I think I understand it perfectly well. 

Mr. Jounson. Yes, sir. 

There are two bases for section 14. There is first the Treasury 
objective of simplifying the valuation provisions and, only secondly, 
the easnatiansl obligation i in the General Agreement on Tariffs and 
Trade, where the United States agreed to recommend to the Congress 
the elimination of American selling price because it was considered an 
arbitrary basis of valuation which did not determine the value of the 
imported article, but the basis for assessing the ad valorem duty on 
the value of some other article. 

Now, it was pointed out to me yesterday that all imported articles 
are valued on the basis of other articles, and that is true in a very differ- 
ent way than in the case of the American selling price. The law fixes 
the value of imported articles according to the offering and selling price 
of such or similar merchandise. 

I don’t believe that that is fixing the value of the imported article 
on the basis of the value of other articles except insofar as the value of 
other articles is clear evidence of the value of the particular imported 
article. 

However, under American selling price, there is no semblance of 
any relationship between the value of domestic competitive products 
and the value of the imported article. So, it is really an arbitrary 
basis of valuation which puts the duty entirely apart from the valu 
of the imported product. 

Now, the proposals involved in section 14, contrary to many 
that we have heard, will not minimize the present protection afforded 
in the American selling-price provisions in the Tariff Act of 1930 
It would not alter their special feature of invoking a higher value 
when an article is competitive and a lower or normal value when the 
article is noncompetitive. 

Instead of taking two different values, under the new system we 
woul’ take two different rates, but those two different rates would 
represent levels of protection equivalent to those that are now 
obtained by taking two different values. 

The task would be turned over to the Tariff Commission, which is 
the body of experts in determining rates. They would go through 
the products that are provided for in paragraphs 27 and 28 of the 
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Tariff Act and in three Presidential proclamations, one covering 
canned clams, one rubber footwear, and the third wool knit gloves, 
and would determine the rates of duty for each product which are 
equivalent to those now provided for if it is competitive, and also a 
rate which would be equivalent to that now prescribed if it is non- 
competitive. 

Those rates would be reported to the President, and 30 days after 
they are proclaimed by him would become effective. Now, that 
would be done piecemeal as it is completed, and the present law would 
continue in full operation until a substitute duty is in effect. 

At no time would there by any interruption or any diminution in 
the level of protection. 

Now, the complexity of the thing does exist in the determination 
of the equivalent rates of duty. But that is a complexity that is 
involved in the determination of every rate of duty, and the Tariff 
Commission is the body with the expert competence for doing that 
very thing. 

This competitive list has caused some little confusion because the 
duties shift from time to time. Now, under the present law the rate is 
always the same, but if an article is competitive it is valued on the 
basis of the American selling price of a competitive article, provided— 
and this is the very important limitation—provided that the domestic 
competitive article is freely offered in —€, wholesale quantities. 


In other words, there must be a market in this country for the 
competitive article. The domestic manufacturer cannot just create 
a sample and put a price on it and have any amount he wants charged 


on the imported article. It is a definite established market price 
which must be found. 

Now, if there is no competitive article, or if the competitive article 
is not freely sold, then the imported article is assessed on United 
States value. 

The CHarrman. Right there, if it will not disturb you, are there 
many articles or commodities on which there is a tariff which are not 
competitive? 

Mr. Jounson. No, sir; I don’t think there are many. There are 
a few, as Mr. King mentioned, imported articles subject to duty 
which are not produced in the United States. There are not many 
of them. 

The CuatrmMan. Where they are not competitive, I cannot see 
any motive in having a tariff other than for revenue. 

Mr. Jonnson. It would be a revenue measure, sir. 

The Cuarrman, All right. 

Mr. Reep. You will recall that 1 mentioned yesterday the chemical 
industries setting up a formula for the American selling price in the 
dye industry. 

Mr. Jounson. Your question is whether the American selling 
price developed the dye industry? 

Mr. Reep. Yes. 

Mr. Jounson. Under the American selling-price provision the 
American dye industry developed and became a giant. 

Mr. Reep. If it worked so well in the case of the dye industry, 
why has not the same formula worked as well with the rest of our 
economy? 
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Mr. Jonson. I am expressing only my own opinion, and it might 
be contradicted by others. But, as I understand it, the American 
selling-price provision was put in as a device for imposing rates of 
duty higher than 100 percent of the foreign value. 

The Congress has always refrained from stating duties higher than 
100 percent ad valorem. That is just traditional. 

Now, when they wanted to put on duties higher than 100 percen' 
ad valorem, some device was used which did not require the statement 
of a duty at that level. 

Under our proposal, whether or not a duty is higher than 100 per 
cent ad valorem, it will be stated at the exact percentage rate; fo: 
example, 200 percent, or 300 percent. 

I don’t think many of them would be that high, but I think there 
would be some that would be. 

Mr. Reep. That was done after a pretty thorough investigation 
on the part of Congress, and it certainly worked well in the dye in- 
dustry. I am just wondering who has pressed for this change that 
we find here in your proposals under section 14. 

Mr. Jonnson. As you will recall, Mr. Reed, in 1930, when the 
Tariff Act of 1930 was under consideration, there was very extensive 
consideration given in the Congress to putting all duties on the basis 
of either American selling price or some landed cost. After very 
weighty consideration, it was decided not to extend that beyond the 
coal-tar products, but the Tariff Commission was charged with a study 
of what the results would be if it were done. That report was made 
in 1932 or 1933 to the Congress. It is a verv heavy, ponderous work, 
and the whole thing has been very extensively considered. 

With that report before them, Congress has not extended the opera- 
tion of the American selling-price system. 

Mr. Reep. Well, this would change the American selling price on 
coal-tar dves. Those who want to change that formula are more or 
less interested in free trade or cutting down the tariffs; are they not? 

Mr. Jonnson. No, sir. I think the first interest is to obtain fair 
treatment for exports from the United States to other countries which: 
harass our exports with arbitrary systems of valuation. 

Mr. Reep. A good many of them are. 

Mr. Jounson. Yes, a good many of them are. Those which are 
members of the General Agreement on Tariffs and Trade have under- 
taken to do away with their arbitrary systems of valuation. 

Canada, for example, has abandoned it completely. 

Mr. Reep. Are there not more barriers set up now than during the 
conference where they choose to cooperate to obtain benefits under 
the most-favored-nation clause? 

Mr. Jonnson. So far as I know, Britain did not establish any new 
tariff barriers recently, but she did decline to relinquish some of their 
advantages under what is called Empire preference. 

Under that system, preferential duties are accorded Empire prod- 
ucts. 

The United States has attempted to whittle that Empire-prefer- 
ence system down and has obtained some very substantial conces- 
sions under it. That is a field in which I am far from expert, and | 
have no immediate knowledge of it whatsoever. ; 

Mr. Reep. I know that they have taken such action that it ts 
practically impossible to get many of our goods in there unless we 
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set up a factory there and operate it and manufacture the goods over 
there. 

They want to have their own labor employed. I put a long article 
into the Congressional Record to that effect. 

I maintain that the United States is the finest and best market in 
the world for labor, for industry, and for agriculture; so, I don’t want 
to see this tariff whittled down in any way by any device here. Neither 
do I want to see the testimony in this hearing used later to establish 
congressional intent. I think we have to be very careful about that. 
I don’t think the Congress should be misled as to the purpose of much 
of this testimony. 

Mr. Jounson. In my sincere opinion, there is no purpose or result 
in this proposal of lowering the level of the tariff. The law would 
expressly require equivalent rates of duty, and it would be the duty 
of the Tariff Commission—and I think they are very competent to 
perform that duty—of establishing equivalent rates. 

Mr. Reep. With one exception; namely, liquor. Is that right? 

Mr. Jounson. There is a proposal to reduce the protection on 
liquor which Mr. Graham pointed out very explicitly. That, of 
course, has nothing to do with the American selling price. 

Mr. Reep. I am very much interested in just who was called into 
the conference on this bill. Was the Attorney General called into 
the conference on this bill? 

Mr. Jounson. All questions of the conference I will have to turn 
over because I did not participate in that, sir. 

Mr. Reep. That is all right. 

Mr. Nicnots. The Department of Justice participated in the group 
which advised the Treasury Department in drafting this bill. I won’t 
say that the Attorney General personally was not on that group, but 
his representative was. 

Mr. Reep. Was he invited, or did he just come because he was 
interested? 

Mr. Nicuots. He was invited. 

Mr. Reep. Are you quite sure about that? 

Mr. Nicuots. Yes. We have no differences of opinion within the 
Government with respect to this provision except that we did have a 
previous draft of this same section 14 which was objected to as being 
administratively unworkable. 

Mr. Reep. Was that the Attorney mY objection? 

Mr. Nicuous. As I recall, it was the Tariff Commission that 
objected. 

Inasmuch as the Tariff Commission was to do the major part of the 
work under these provisions, we thought that the views of the Tariff 
Commission were entitled to considerable deference, so the provision 
was modified to make it conform to the views of the Tariff Commission. 

As modified, it is our understanding that they consider it now as 
administratively workable. 

Mr. Reep. Is a representative of the Department of Justice to 
testify here? 

Mr. Nicnots. I do not think they are planning to have one. 

Mr. Reep. That is all. 

Mr. Miuus. Mr. Chairman. 

The Cuarrman. Mr. Mills. 
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Mr. Mitus. The objections that have come to me about section 14 
are largely based upon a fear that exists in the minds of those who 
write letters representing the industries involved that even thoug), 
you people are sincere, as I know you are, with reference to your point 
that you have no intention, by repealing the American selling price 
provisions, to reduce the protection to a domestic producer, that it wil! 
be virtually impossible for the Tariff Commission to work out a 
reasonably equivalent tariff duty to replace the existing protection 
based on American selling price. 

I have before me a letter that has come from a company in the 
rubber industry. They say this: 

It is our contention that even if the authors of the bill sincerely intended to 
provide the same level of revenue under the proposed revisions, they could not 
make good. Experts in customs matters support us in this view. 

The proposed bill does not outline a detailed procedure for converting the tariff 
protection to the same level under the proposed revision. The Tariff Commission, 
as far as we can learn, has not agreed on a procedure of any kind to meet the new 
proposed provisions, much less one that will guarantee our industry the same 
protection as it now has under the American selling price. 

We have had no information from the Tariff Commission or the State Depart- 
ment to persuate us from our opinion that no workable scheme can be devised 
under the new law to give us this same protection. 

If we are to have the same protection as under American selling price, how 
would the Tariff Commission set up a schedule of tariffs which would take into 
account fluetuations in the price of imported goods and the price of liquor or 
similar American goods? 

If we could receive from you information which would set forth a 
basis for allaving such fears which stem from the proposed revision, 
I think we might have a better understanding of section 14, and wi 
might have less opposition to it as we proceed through the hearings. 

Mr. Jounson. I can only say, sir, that I have been assured by the 
Tariff Commission that they can do this. Now, I don’t think that 
this committee perhaps should accept that kind of an indirect assur- 
ance. 

Sut the Tariff Commission, as I understand it, has reported to this 
committee itself, and Mr. Nichols has received, by the courtesy of the 
Commission, a copy of that report. 

Mr. Miuus. Mr. Nichols, will you elucidate upon the Tariff Com- 
mission’s report? If they can work out a plan that gives the same 
amount of protection and even if they call it by a different name, | am 
sure that nobody would mind changing the name if it results in 
simplification. 

Mr. Nicnois. The document I have before me is headed ‘ Memo- 
randum for the Committee on Ways and Means on H. R. 8304,” 
which, of course, was this same bill in the Eighty-first Congress. 
It is dated June 15, 1950, and it was supplied, as we understood it, 
as a duplicate copy of the memorandum which was supplied this 
committee, 

Now, we, of course, have had numerous discussions with staff mem- 
bers of the Tariff Commission prior to the preparation of this report, 
and we understood that the Tariff Commission fully approved the 
provisions of section 14 as they are found in this bill. 

I would like to read the last paragraph of their discussion of section 

4, which tells you how they expect to operate if it becomes law. 


14, 
They say: 
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Because of the complexity of the problems involved, particularly with respect 
to the determination of appropriate new classifications which would be necessary 
to establish to carry out the project of rate conversion contemplated by section 14, 
the section allows the Tariff Commission broad areas of discretion. It would be 
impossible to undertake a project of this kind without a considerable amount of 
elbow room. The problems which are now apparent are fairly formidable. For 
example, the problem of estimating appropriate export values will be most difficult 
inasmuch as the great majority of the products for which such values must be 
estimated are not imported into the United States. Indeed, the problem of what 
classifications are appropriate may, in many instances, depend on the information 
that can be ascertained with respect to export values. No doubt additional 
problems wil] make themselves evident in the course of carrying out the project. 
It is impossible at this time to present any definite plan which the Commission 
would follow in carrying out its duties under section 14. If this section is enacted, 
the Commission intends to hold public hearings so that interested parties may have 
full opportunity to present their views and relevant information. The investiga- 
tion itself will probably consume a considerable amount of time. 

That is all we know about what the Tariff Commission expects to 
do in carrying out the responsibilities you give them, if you enact 
section 14. 

Mr. Miius. In the meantime, if this is enacted, and pending the 
establishment of some substitute plan or scheme, the provision itself 
requires that the American selling price remain in effect. 

Mr. Nicuous. That is correct. 

Mr. Mitus. The = ariff Commission would, on the basis of what 
thev have said in this report to the committee, proceed in the normal 
manner of having publi> hearings and seek the cooperation of groups 
in attempting to work out a satisfactory plan. 

But unless the Tariff Commission has developed a plan in the last 
year, they are still without one to substitute in lieu of the American 
selling price. 

Mr. Nicnouts. They sav here that they are in no position to present 
a detailed plan. I take it that by that they feel that thev will en- 
counter problems while they carry out the assignment which they 
haven’t vet foreseen, and which the actual testimony of interested 
parties may confront them with. 

Mr. Mitts. Mr. Nichols, what does “reasonably equivalent’? mean? 

Does that mean that it might be within 20 percent of the existing 
protection or would it have to be fairly close to the existing protection? 

Mr. Nicuors. Well, I think it would mean that it would have to be 
equivalent to the existing protection in protective effect. 

Mr. Mitus. In protective effect? 

Mr. Nicnots. Yes. That is a difficult thing to state in terms of 
percentages, but I would think it would mean that where the existing 
protection was prohibitive, so far as preventing imports is concerned, 
the new rate would also have to be prohibitive. 

Mr. Miuzs. Then the use of the term “reasonable” does not mean 
any lack or any less protection or protective effect? 

Mr. Nicnouis. No; it is not intended to mean anything less. 

Mr. Mitus. What does Tariff Commission mean, in your opinion, 
when, in their report, they state that they must have a lot of elbow 
room? Does that mean that they must be given a lot of discretion, 
or does it mean that they must be given a lot of latitude in interpreting 
“reasonably equivalent’’? 

Mr. Nicuots. | think they mean that they want discretion as to 
how they do the job. 

87474—51——11 
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Mr. Mis. But not in terms of determining the amount of p; 
tection? 

Mr. Nicnouis. No. To my mind, there is no lack of clarity in th 
phrase ‘reasonably equivalent”, and I don’t think they need elb« 
room in order to interpret that. 

But I think they do need elbow room in order to work out metho 
and procedures. 

Mr. Mitus. We might as well be frank with ourselves. We cy 
expect, then, considerable, opposition to this section from the peop 
who now enjoy the protection of the American selling price ba- 
because of the lack of a known substitute at the moment to take 
place. 

Mr. Nicuous. Yes. We have complete confidence in the Tar 
Commission, und we feel that they won’t issue any new rates un! 
they have fully satisfied themselves that the rates are reasona})|\ 
equivalent. 

Mr. Miuuus. I did not understand Mr. Johnson a moment ago 
What is the basic reason, Mr. Johnson, from the viewpoint of Custon 
for suggesting this change to a reasonably equivalent substitute for th 
American selling price? Is it simplification? 

Mr. Jounson. The administrative reason is to determine the valu 
of all imported articles on the same basis, to have one system of 
evaluation for all imports rather than this special category that needs 
particular skills and particular investigations and a different system 
altogether. 

Mr. Mixuis. But you would retain the same amount of protection 
by the use of new rates? 

Mr. Jounson. To take care of the level of protection through 
rates rather than through a special system of valuation. There is 
no purpose to reduce the level of protection at all. 

Mr. Mitus. What would be the effect of a Tariff Commission 
recommendation if it should reach the conclusion that the tariff rate 
itself would have to be in excess of 100 percent ad valorem? Woul: 
the provision contain authority for the President to impose a tariff 
rate regardless of the height the Tariff Commission recommends? 

Mr. Jounson. Yes, sir. I once ran into a rate of duty of 8,036 
percent ad valorem equivalent. 

Mr. Muitus. And such a rate would be imposed under this provision 
if the Tariff Commission thought it took that kind of a rate to giv: 
the same amount of protection? 

Mr. Jounson. Yes, sir. We had in litigation one case where the 
ad valorem equivalent turned out to be over 900 percent ad valorem. 
That was a perfectly valid rate. 

Mr. Mixus. It just occurred to me that if we do proceed on this 
basis and end up with ad valorem rates in excess of 100 percent, ou 
action, even though not increasing protection, might well be inter- 
preted as congressional action reversing Executive action under tlic 
reciprocal trade agreement program. 

Is there anything to that? 

Mr. Jonunson. No, sir. It is well realized that the level of protec- 
tion under American selling price is relatively high. Congress has 
practically, in my opinion, written that into the statute when in 
section 336 of the Tariff Act it said that if a 50 percent increase in 
duty was not sufficient to compensate for differences in costs of pro- 
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duction at home and abroad, the American selling price could be 
invoked. So it was assumed that the general level of American 
selling price would be greater than a 50 percent increase in the present 
statutory rates of duty. 

Mr. Miuus. Your agency does, however, consider this section to be 
most important in relation to the over-all objectives of the bill? 

Mr. Jonnson. It is not as important administratively within the 
Customs Service as section 13 because the frequency of operation 
under it is not nearly so great. 

Mr. Mirus. I am just trying to get some information. Iam always 
concerned when segments of American industry raise such violent 
objection as they have to this. 

This recommendation did not come from McKinsey & Co., did it? 

Mr. Jonnson. So far as I know, their recommendations on value all 
related to section 13. 

Mr. Miuus. Is it then a recommendation which comes from Cus- 
toms with a viewpoint of better administration or simplification of 
customs duties and responsibilities? 

Mr. Jounson. There is the element of simplification and better 
administration, and there is also the element of fair standards under 
the General Agreement on Tariffs and Trade. 

Mr. Mixus. [ just wondered whether that wasn’t the main reason 
why the section was put into the bill. I know there is a general dis- 
like for basing tariff protection upon American selling price, and 
that we entered into and made certain agreements in GATT. This 
isa very basic policy matter. 

Should the committee, in your opimion, Mr. Johnson, decide the 


question more on the basis of a policy involved than on the basis of 
better administration of the law? 

Mr. Jounson. | think the policy factor, in my personal opinion, 
is the principal factor. 

Mr. Minis. Do you agree, Mr. Nichols? 

Mr. Nicuous. I was going to Invite your attention to Mr. Graham's 
statement, where he said this: 


It should be noted that the principles of the General Agreement on Tariffs 
and Trade are not mandatory since the United States and other signatory coun- 
tries have only adhered on a provisional basis not requiring changes in existing 
legislation. On the other hand, it would seem advantageous to nations engaged 
in substantial international trade to have rules of good conduct accepted as widely 
as possible. 

Now, one of the rules of good conduct that is referred to in this 
statement is the rule that the value for Customs purposes shall be 
commercial value and not an arbitrary or fictitious value. 

Mr. Miius. Well, this was considered—was it not?—by those 
who took part in the GATT negotiations with other nations as some- 
what of a fictitious trade barrier. 

Mr. Nicnous. Well, I assume that those engaged in the negotiations 
at Geneva believed that the use of arbitrary fictitious values did con- 
stitute a trade barrier because they enhanced the difficulties of im- 
porters in ascertaining and estimating, before import, the duties that 
would be incurred. 

Mr. Minus. Mr. Graham, may I ask you the question. If you 
don’t want to answer it, it is perfectly all right with me. 
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Is section 14 a Treasury Department recommendation, or did jj 
come from some other source? It includes grave policy matter 9s 
far as I am concerned. 

It may not be as important a policy matter as I visualize it to be 

Mr. Granam. Mr. Mills, if you will refer to page 9 of my prepared 
statement, I made reference to that yesterday in the next to the last 
paragraph. I quote: 

I have already mentioned that our draft bill includes certain provisions pri- 
marily for the purpose of bringing customs procedures into line with the int 
national rules of fair practice as set forth in the General Agreement on Tariffs and 
Trade. This agreement sets forth as one standard that valuations for customs 
purposes shall not be based on the selling price of competing merchandise 
domestic origin. However, this country reserved the right to substitute increa 
rates of duty wherever giving up this method of valuation might result in redu 
the effective level of protection. 

Mr. Mitts. Do I understand that the General Agreement on Tariffs 
and Trade—and it has been some time since I looked at it—contains 
an agreement on our part to attempt to base customs on the selling 
price of competing merchandise and not on that of merchandise of 
domestic origin? 

In other words, have we undertaken in GATT to attempt to 
eliminate this from our tariff law and in lieu thereof set up equivalent 
tariff duties? 

Mr. Granam. That was my understanding, Mr. Congressman. 
I think Mr. Johnson is looking at a copy of it there, and perhaps he 
can find the magie words. 

Mr. Jounson. Article 7, paragraph 2, subparagraph (a), of GATT 
is very short, and states: 

The value for customs purposes of imported merchandise should be based 
the actual value of the imported merchandise on which duty is assessed or of lik 
merchandise, and should not be based on the value of merchandise of national 
origin or on arbitrary or fictitious values. 

Mr. Mixus. It says it should be. 

Mr. Jounson. This is all a specification of standards. 

Mr. Mirus. But there is no provision within the agreement itself 
that we will undertake to do that on our part and other signatory 
nations will undertake to do it on their part? 

Mr. Jounson. There is an agreement that each signatory nation 
would recommend legislation to their parliaments to achieve that 
result. 

Mr. Minus. Has there been any agency of the Government which 
has kept up with the matter of determining whether or not such 
action has been taken by the other countries? 

Mr. Jounson. I know definitely that Canada has abolished 
arbitrary values. 

Mr. Minus. They have? 

Mr. Jounson. Yes, sir. 

Mr. Nicnois. May I suggest that we expect to have Mr. Brown 
from the State Department testify here, after the Treasury represent- 
atives have finished. I would suggest that Mr. Brown might be th 
appropriate person to give the present status of GATT. 

Mr. Miuus. I was endeavoring to find our whether this section was 
put in here as a result of an agreement in GATT. 
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Mr. Nicuots. It has an obvious connection with GATT, but we 
are not representing that GATT requires that such legislation be 
adopted. 

As Mr. Graham says, the countries that adhere to GATT have 
done so on a provisional basis which does not require changes in 
existing legislation. We want to be perfectly candid with the com- 
mittee and not represent that this proposal is a proposal which is 
required by our international commitments, because that is not the 
case. 

| feel competent to say that much, but I feel Mr. Brown could 
vive vou the details. 

Mr. Miuus. Thank vou. 

The CuHarrMan. Have vou finished with section 14? 

Mr. Jounson. I have finished, sir, subject to any questions, which 
I will be glad to answer. 

The CuarrMan. Without objection, the committee will recess until 
10 o'clock tomorrow morning. We will try to start promptly, as the 
House is going to meet at 11 o’clock. 

(Whereupon, at 4:25 p. m., the committee recessed, to reconvene 
at 10 a. m., Wednesday, August 8, 1951.) 
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WEDNESDAY, AUGUST 8, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Robert L. Doughton (chair- 
man) presiding. 

The CuarrmMan. The committee will come to order, please. 

If there are no questions, Mr. Nichols, you may proceed with your 
explanation, 


TESTIMONY OF JOHN S. GRAHAM, PHILIP NICHOLS, JR., DAVID 
B. STRUBINGER, AND W. R. JOHNSTON—Con. 


SECTION 15. SIGNING AND DELIVERY OF MANIFESTS 


Mr. Nicxouis. We had finished our explanation of section 14. If 
there are no further questions by any of the members of the com- 
mittee here, we can go on to section 15. If any members come in 
later who want to ask questions on section 14, of course we shall be 
prepared to go back to it. 

May we proceed with section 15 at this point? 

The CHatrMan. Proceed. 

Mr. Nicwous. Section 15, Mr. Chairman, appears at page 27 of the 
bill and 27 of the analysis. 

The existing law relating to the signing of manifests is the thing 
that we want to amend. The law relating to airplanes arriving from 
noncontiguous countries, countries other than Canada and Mexico, 
has been assimilated with the law relating to ships; and, since the 
captain of a ship signs the manifest of the ship, the pilot of the plane 
is required to sign the manifest of the plane. 

The manifest that I am referring to is, of course, the customs mani- 
fest which lists the cargo on the plane. 

The air lines and the pilots do not find it convenient to have the 
pilot perform that part of the captain’s duty, and the proposal, there- 
fore, is that the airline be permitted to designate agents to sign and 
deliver the manifests in place of the pilot. 

The section also provides that in case there is any irregularity or 
omission in the manifest the owners, or the operators of the aircraft, 
shall be liable instead of the pilot. 

This provision is in accord with the so-called annex 9 of the Inter- 
national Civil Aviation Agreement to which I referred a while back, 
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and it is desired by our air carriers and airlines in order to relieve 
burden on the pilots. 

When the pilot lands after a long trans-Atlantic flight, possibly, t}y 
pilot is exhausted from his task, and he does not want to have to a:- 
tend to a lot of paper work. Furthermore, the same pilot is no: 
always associated with the same plane as the same captain ts alway: 
associated with the same ship. 

We think this is a reasonable provision, and we recommend it 
adoption in the law. 

Mr. Reep. I think that it is a very sensible proposal. You say 
that the pilots are under great strain after a trans-Atlantic fligh: 
Unless there is an unusual storm prevailing over a long period of timy 
the captain of a boat has plenty of time to perform his duties. I ca: 
see where there would be no opportunity for the pilot to do it. 

Mr. Nicuous. Thank you. Mr. Reed. 

Mr. Cooper. Let me as!: 2 question for information. You say this 
will provide that an agent will perform that duty instead of the pilot 

Mr. Grauam. That is right. 

Mr. Coorrr. Is that to be a member of the crew? Who is it 
contemplated will serve as the agent? 

Mr. Nicnous. I do not understand that it would ordinarily be a 
member of the crew, Mr. Cooper. It would ordinarily be the ground 
representative of the airline at the port of entry, whoever that 
happened to be. I think that you will find that nearly all airlines 
have offices at ports where they are serving regularly; and, if they do 
not, it would be easy enough to designate somebody for that partic- 
ular purpose. 


If there is nothing further on this section, I would like to proceed to 
section 16. 


SECTION 16. CERTIFIED INVOICES AND INFORMAL ENTRIES 


The CuarrmMan. Proceed. 

Mr. Nicuous. Section 16 is located at page 28 of the bill and page 27 
of the analysis. 

Mr. Graham explained at the outset of his testimony what an entry) 
of merchandise is. 

The entries are the documents that the importer uses to start th 
clearance of his merchandise through the customs, and they are 
required to show a description of the goods and their value and other 
information which the customs needs m order to process the mer- 
chandise, to assess the duties, and to clear the merchandise. 

The entries are of several kinds, and the kind most commonly use«! 
is known as the formal entry, which is quite an elaborate and detaile 
document which is, in ordinary business practice, usually prepared 
by the customs broker and is filed by him in the customhouse within 
48 hours after the merchandise has landed, and is furnished to tly 
customs appraiser who appraises the merchandise. 

Now, the Secretary of the Treasury is given authority under the 
law to prescribe an informal entry proc edure for merchandise h: avinng 
a value in a shipment of $100 or less. The informal entry is a muc! 
shorter and simpler document which enumerates and lists the mer- 
chandise and indicates the name of the shipper and the consignee. 
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The informal entry is filled out by the customs inspector for the 
importer, and thus the importer is saved the necessity of having to 
go to the customhouse and make his entry there. The customs 
inspector also appraises the merchandise and assesses the duty, and 
also collects the duties from the importer on the spot, so that the 
very numerous steps that the importer has to take in connection with 
a formal entry are eliminated. 

The procedure followed by customs is also simplified except, of 
course, the inspector has a little more responsibility. 

The amendment that we are proposing to make is simply to in- 
crease the ceiling on informal entries from $100 to $250. 

Another effect of this is in connection with the certified consular 
invoices. As Mr. Graham said, the normal practice in connection 
with a formal entry is to file an invoice which is certified by the 
American consul at the place of shipment. This invoice is dispensed 
with in connection with an informal entry so that the bill carries along 
with it an amendment of section 482 which prescribes the form of 
entries so as to permit the use of invoices which are not required to 
be certified before the consul, whenever the informal procedure is 
used. 

We believe this procedure will effect a saving in the demands on 
customs’ manpower and simplify the problem of importers in con- 
nection with shipments of small! value. 

This procedure is especially important in connection with air com- 
merce where we find that a large part of the shipments are relatively 
small. Also, of course, the informal entry procedure is useful in 
connection with mail shipments. 


I think that is about all I can tell vou about section 16. 
The CaainmMan. You may proceed to the next section, if there are 
no questions. 


SECTION 17. AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION 


Mr. Nicnous. Mr. Chairman, I would like to have Mr. W. E. 
Higman, who is Chief of the Division of Classification Entry and 
Value of the Bureau of Customs, sit with me and help to answer 
questions. 

Section 17 is located at page 28 of the bill and page 28 of the 
analysis. 

Section 17, we feel, is about the most important provision of this 
bill next to section 13. 

I would like to tell you briefly what the existing law requires first 
and then go on to tell vou what we seek to do in this bill. 

The existing law provides in section 487 that an entry of mer- 
chandise may be amended at any time until the merchandise has come 
under the observation of the customs appraiser for the purpose of 
appraisement. This right to amend is very frequently exercised in 
connection with the statement of value on the entry for reasons that 
I will show in a minute. 

The law further provides that if the appraised value, as determined 
by the appraiser, is less than the entered value, the entered value shall 
govern so that if the importer overstates the value in the entry he 
loses the benefit of any concession, if I may call it that, that the 
appraiser is willing to make in his behalf. 
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The law further provides that if the entered value is less than the 
appraised value, there shall be an undervaluation duty which is 
percent of the appraised value for each 1 percent that the appraised 
value exceeds the entered value. 

The importer, therefore, who overvalues his merchandise in his 
entry is stuck with the difference. The importer who undervalues his 
merchandise in the entry suffers the exaction of undervaluation duties 
which, from his point of view, are a tremendously heavy penalty 
although the statute states that the undervaluation duty shall not be 
regarded as a penalty. 

This undervaluation duty, if the importer has incurred it—if the 
appraiser has advanced the entered iiordeh be remitted or miti- 
gated only by the Customs Court. The Customs Court has a great 
many petitions for remission every vear and it can and does remit i! 
it is satisfied that the undervaluation was in good faith and was not 
intended to defraud or deceive the customs. 

The court procedure is, of course, inevitably an expense to the im- 
porter and it involves a loss of time, both for the court and for the 
importer, as well as for the customs service, if an innocent importer, 
who is entitled to relief, is forced to petition the court in order to obtain 
relief. 

The law provides another method by which the importer can protect 
himself, which is very important to our present problem. The customs 
regulations will permit the appraiser to notify the importer if he con- 
templates advancing the entered value, and if the importer files a 
request for value information as it is called, and if the appraiser is 
satisfied that the importer is a cooperative importer and has supplied 
all the information in his possession, or that he can get his hands on, 
the appraiser will supply value information, that is to say, he will tel! 
the importer what the appraised value is going to be, and the importer 
is then permitted to go around and amend his entry and show a hizher 
value on the entry to correspond with the value that the appraiser 
has indicated. 

If the importer does that in timely fashion, that is, before the ap- 
praiser makes his appraisement, the importer is saved the undervalua- 
tion duty. 

Now, I think that outlines as succinctly as I can how the system 
operates. The purpose, of course, is to assure that the entered values 
will be truthful and that the importers will supply all the information 
in their possession, and of course as a practical matter, if the importer 
did not supply information, the process of appraisement would come 
to a halt. The customs could never do the entire job on the basis of 
their own outside information. 

The difficulties with this procedure, besides the ones I have alread) 
mentioned, are that the importer will frequently incur the undervalua- 
tion duty due to some slip-up in the roundabout and complicated 
procedure that I have described. Either he will fail to supply some- 
thing innocently or the appraiser will innocently neglect or fail to 
apprize him of the value that he is going to give the merchandise. 

The provision is a very real hardship, in our opinion, to the import- 
ing public, notwithstanding the fact that most importers in connection 
with most entries are able to avoid the undervaluation duty in one 
way or another. 
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The second major difficulty is that the customhouse and the 
customs procedure is cluttered up with a lot of unnecessary paper 
work and unnecessary documents. The formal entry, as I have 
already stated, is a lengthy and complex document, and one ought 
to be enough for every customs transaction. To have amendments 
so that you will have two entries, have an amended entry besides the 
original, is just simply too much. It is too much paper work. It is a 
burden on the importers and a burden on the customs service. 

Now, I would like to tell you what it is that the bill proposes to do 
about this. 

In the first place, we propose to abolish any amendment of entry. 
In the second place, we propose to abolish the causes which now make 
an amendment of entry necessary. 

In order to remove the causes that make an amendment entry 
necessary, we must provide, and we do provide, in the bill, that if the 
entered value exceeds the appraised value the appraised value shall 
govern. The importer will get the benefit of the appraised value 
without having to run around and amend his entry. 

The second thing we provide is that is the appraised value exceeds 
the entered value, the importer shall be liable for undervaluation 
duties only if he has failed to supply the appraiser with all the informa- 
tion which is in his possession, or which is available to him. 

We believe that in the great majority of the cases of low entered 
value the appraiser will be able to report that the importer cooperated 
and nothing more will be heard of undervaluation duties in connection 
with that entry —no further steps will be necessary. 

If the appraiser in his report to the collector indicates that the im- 
porter failed to supply all the value information in his possession, or 
available to him, the collector’s assessment of undervaluation duties 
will be subject to protest and review procedure the same as any other 
duties. 

That means if the importer wishes to contest the estimate of under- 
valuation duties, he can file a protest and there will be a period of 
90 days for the matter to be reviewed by the collector and the Customs 
Bureau, so that any arbitrary action on the part of the appraiser can 
be corrected administratively before the court procedure 1s invoked. 

If the collector or the Bureau refuses to relieve the importer, the 
importer can then go to the court just as at presenti except that his 
proceeding will be designated a protest instead of being a petition for 
relief. 

The court will then be in a position to decide whether the importer 
failed to supply value information in his possession, or available to 
him, and whether the failure, if it did occur, was innocent and without 
intention to mislead, or defraud the revenue. 

We believe that these amendments will have advantages in them 
for all the parties concerned. We believe that the importers will 
benefit through not having to amend their entries; through not having 
to petition to the Customs Court when there is no controversy as to 
their innocence, and through not incurring undervaluation duties 
without fault on their part. 

We believe that the Government, the Customs Bureau, will derive 
the benefit of not having to handle a lot of unnecessary papers and 
through not having to appear in proceedings in Customs Court 
where there is no real controversy. 
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We believe that the Customs Court will derive the advantage of 
not having its dockets cluttered up with cases that are not real dis- 
putes; not real controversies where the intervention of a court is 
entirely unnecessary. 

We think the imposition of liability without fault is contrary to the 
spirit of our American system of law. We think that these amend- 
ments will bring the provisions respecting undervaluation duties into 
conformity with that spirit so that a person who has obeyed the law, 
has done everything that he could to obey the law, will have his 
rights, will have his day in court, will have his opportunity if he is in 
trouble in a dispute with administrative authority, and will be abl. 
to maintain his rights. 

I say this is the second most important provision in the bill. | 
think we can establish that from the point of view of simply the 
volume and number of transactions that it involves, simply from the 
point of view of enabling customs to do a better and more efficient 
job by streamlining procedure and eliminating cumbersome and 
roundabout steps. 

I think that I have about covered the section. 

Mr. Cooper. Let me ask a question for information. 

The appraised value made by a customs official is what controls, 
is it not? 

Mr. Nicnots. That is what controls in the determination of duties 
to be assessed, the regular duties on merchandise, and it is also what 
controls in the assessment of undervaluation duties because unless 
the appraiser advances the entered value, there never would be an 
occurrence of undervaluation duties under this bill. Where they are 
incurred, it is simply because of the fact that there is a difference 
between the entered value and the appraised value, and the importer 
has failed to supply complete value information 

Mr. Cooper. Suppose that a man brings in a shipment of mer- 
chandise and its valuation is $1,000 and the customs official appraises 
it at $1,500. The $1,500 is what you collect the duty on, is it not? 

Mr. Nicnoxs. That is correct; ves. 

Mr. Cooper. You would have to take the valuation placed by the 
Government official in order to protect the revenue. 

Mr. Nicnous. That is right. The only exception to that would be, 
of course, if the importer appealed to the Customs Court for a 
reappraisement. 

Now, the case that we talk about in this bill is the case where a 
shipment is entered by the importer at $2,000 and the appraiser 
appraises it at $1,500. The existing law would assess duties on $2,000. 
Under this bill the duties would be assessed on $1,500. 

Mr. Cooper. In other words, the appraisal made by the Govern- 
ment official discharging that duty and that responsibility is what 
would control under this provision? 

Mr. Nicno ts. It will be final in all circumstances except on appeal 
to the court. 

Mr. Simpson. How generally is there a diserepane, v between the 
declared value and that found by the appraiser? Is that a common 
occurrence or not? 

Mr. Nicnous. I would like to ask Mr. Higman to answer that. 
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Mr. Hieman. I think, Mr. Congressman, we can answer that in 
your terms—it is not general. I have not those statistics, and possibly 
they are not available, but it is rather common for the final appraised 
value to exceed the importer’s entered value. 

Mr. Simpson. The purpose of this bill is to simplify many matters, 
including this one, is it not? 

Mr. Hieman. Exactly; ves. 

Mr. Stimpson. And one of the steps we take is to use a valuation of 
the foreign export value, is that not right; the export price? Js not 
that the basis of declaring the value for the application of the United 
States customs duty? 

Mr. Hieman. That would be the case under section 13 of this bill, 
but that is a slightly diferent problem from that involved under 
section 17. 

Mr. Simpson. That is done as a step toward simplification, is it not? 

Mr. Hiaman. Yes. 

Mr. Simpson. That is what we were told earlier. Why would a 
man who is importing declare a greater or a lesser value than what 
he paid for the goods which, if | understand, is the export price? 

Mr. Hiaman. As Mr. Nichols explained, under the existing law 
there are 

Mr. Simpson. Under this bill 

Mr. Higman. Under this bill, but I wonder if I could explain this 
bill in the light of the existing provision. 

Under the existing provisions of law, as Mr. Nichols has explained, 
there are, in connection with every entry, two possible values upon 
which the duty can be assessed. It can be the value at which the 
importer enters the merchandise, the value that he declares on his 
entry, or it could be the value found by the appraiser. 

Now, the importer is expected under the existing law and under 
the proposed bill to place a true and correct value on his importation 
when he makes the entry, and he is expected to estimate that to the 
best of his ability in accordance with the valuation provisions that 
vou have mentioned. That would be export value under the proposed 
bill. 

Mr. Simpson. What is the test of export value? 

Mr. Hiagman. The test of export value, of course, would be, as 
explained by Mr. Nichols in connection with the earlier section, the 
price at which the merchandise is freely offered for sale in usual whole- 
sale quantities for exportation to the United States, and so forth. 

Mr. Simpson. What you are saving, if 1 understand you, is that it 
is not what the individual pays for the item that he ships in, but what 
the general price in the foreign country is on the goods exported to 
the United States. 

Mr. Higman. On the general assumption that what the individual 
pays is the genera! price. 

Mr. Simpson. If you can accept that as a fact, why should there 
be any discrepancy? If I buy a gross of gloves in France, | will pay 
the export price and as an importer | will list that as the value. Is 
not that all I do, unless I deliberately try to price it too low? 
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Mr. Hieman. No. Even in cases where there is no effort to evade 
or misrepresent, our appraising officer, as has been explained, is in 
possession of a body of value information, and of course he checks 
on the values placed on other importations of the same or simila: 
merchandise. Very frequently they are not in agreement with the 
value declared by the importer, which gives rise to the question o/ 
amendment of entries. 

Mr. Simpson. I know, but you want to make this as simple as 
possible, and that is why you say that we accept for the value the 
export value in the country of origin, and then if I pay $100 for th: 
gloves I will declare their value at $100. Is not that the simple wa, 
to do it? . 

Mr. Nicwots. That would not always be the right way. 

Mr. Simpson. Anyone who would do other than that would be 
doing it deliberately. 

Mr. Nicuous. No, sir. Suppose, for example, that vou had a con- 
tract entered into a year ago for gloves, to use your illustration, and 
suppose the price under that contract was $100 for a shipment of » 
particular size, and suppose that before the last shipment under that 
contract is completed the price for a new contract in the principal! 
markets of the country of exportation has risen—well, that would be a 
case where even though the contract was entered into at arm’s length, 
the contract price would not be the proper price for customs purposes; 
that is to say, the customs would have to consider the value as deter- 
mined by sales and offers entered into at the time of the actual ship- 
ment rather than at the time a year previous. 

Mr. Simpson. Then you must look at each individual imported 
item? 

Mr. Nicuors. That is right. 

Mr. Simpson. Then you do not simplify the matter at all by using 
the export price, as far as administration is concerned. 

Mr. Nicuous. We simplify the matter considerably, but it is stil! 
not simple. 1 think that is a fair statement. There are still many, 
many cases where the actual contract price, even though entered into 
at arm’s length, will not be the value for customs purposes. 

Mr. Simpson. I get the point. I see that. But I say, if you have 
to look at each individual item and then go back to the other country, 
and you do not accept this foreign valuation at which the exporter 
buys it, you have to examine each case individually and I do not see 
where you are simplifying your procedure. 

Mr. Nicnous. Well, what we are eliminating is the transactions in 
the home market. 

Now, under our new procedure, the appraiser will consider sales for 
export to the United States and he can obtain knowledge of those sales 
from the importer who has merchandise before him for appraisement, 
and from other importers, and from his price lists and catalogs. [le 
does not have to determine what similar merchandise is sold for in the 
home market in the country of origin, which we believe is much more 
difficult to obtain information op and more time-consuming. But | 
think it would be misleading this committee to say that it is going to 
be a one-two-three proposition to appraise merchandise under this 
bill. It is still going to be a job calling for an expert, and it is not going 
to be a job that any importer can do for himself. 
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Mr. Simpson. No, and yet here you are holding him to some degree 
responsible to give you the facts that he finds. He must advise your 
men under this proposal of all the information that he has on which 
he based his price. 

Mr. Nicuouts. Yes. We feel that is the thing that is reasonable 
to demand of him, if he supplies all the information that he has, or 
can get, the appraiser has a right to call on him to write to his supplier 
in the foreign country for additional information if what he has at 
the time of entry is insufficient. 

Mr. Simpson. In the case you cited of the man who has a contract 
which runs a year, and he is the sole manufacturer of the goods, per- 
haps there may be a cartel of some kind or a state selling group, and 
they have a monopoly on the selling, and would not that contract 
price then be the export price? 

Mr. Nicuots. Well, it might or might not be, from the case that 
you have stated. The situation, for instance, of discounts would be 
worth mentioning. An importer, if he is dealing with a cartel which 
has a frozen price in the home market, may be able to obtain discounts 
for export to the United States, and these discounts, if they are not 
available to all wholesalers, are not the proper value for customs pur- 
poses. 

Mr. Simpson. Is this section here a recommendation on the part 
‘of the McKinsey people and the American business interests, or an 
outgrowth of the GATT agreement? 

Mr. Nicuots. No, sir. This proposition has no connection with 
the GATT whatever, and it was recommended by the McKinsey 
people, not exactly as we have written it but in substance. 

Mr. Simpson. It seems to me a reasonable way, and I thought it 
might be a way to make it more simple of administration. 

Mr. Curtis. What type of importer is more likely to be involved 
in undervaluation, the occasional importer or the group of people 
who are rather permanently in the business and know about these 
regulations? 

Mr. Nicuous. I think the more experienced an importer is the less 
likely he is to become involved in these difficulties. Certainly that is 
so under the existing law. We think that our bill would make the 
inexperienced importer’s task a great deal easier. Of course, bear in 
mind that all importers have the right to obtain the services of 
customs brokers who are supposed to advise them about these matters 
if they are not familiar with them. 

Mr. Curtis. You referred to the present situation as creating a 
hardship, and it would be your opinion that that would create a 
hardship on people who did not know rather than create a hardship 
on the importer who does know all the rules and is a conniver? 

Mr. Nicuoxs. I do not have any sympathy for the importer who 
isaconniver. I think that he should be hit with everything we have. 

Mr. Curtis. I am sure that everyone on the committee feels that 
way about it. 

Mr. Nicnous. But the innocent importer, under existing law, who 
gets hit with undervaluation duties is not necessarily an inexperienced 
one. I have seen a great many instances where firms of perhaps 100 
vears’ experience have had to petition the customs court for relief. 
There may be a lapse on the part of some employee of an old estab- 
lished firm that might cause that. 
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Mr. Curtis. Many people assume that the price paid is the value 

Mr. Nicnots. I think that is a common assumption, and we hav: 
tried to show how erroneous it is. : 

Mr. Curtis. To simplify it, if you buy a bargain, the value may be 
many times greater than what they paid for it? 

Mr. Nicuous. That is right. And of course the reverse is true 
If you pay too high a price you are entitled to the benefit of the 
difference. 

Mr. Curtis. Of course, if you pay too high a price it would indicate 
two things: first, that the importer had a chance to take into accoun! 
what the duty would be at such a high level, and secondly, that it did 
have such a value to the purchaser. } 

Mr. Nicnous. Yes. Well, we try to have a stable value that is the 
same for the same class of merchandise, whether it is a prudent pur- 
chaser or an imprudent purchaser. A purchaser with exceptions! 
purchasing power is able to get exceptional prices. The spirit and 
intent of our section 33 is that the same goods will get the same 
customs treatment, no matter how the individual importer has fared 
in his bargaining. Of course, the importer’s transaction may have a 
dominating influence in determining what the usual wholesale quanti- 
ties are, or What the freely offered price is. It all depends on cireum- 
stances. Of course, any transaction has to be an arm’s-length trans- 
action in order to be entitled to any weight in determining value. 

I would like to say one other occasion where entries may show an 
over- or under-valuation is the case where the importer assumes that 
the merchandise is on the free list and for some reason it turns out to 
be dutiable. That situation occurs fairly commonly, particularly o! 
course in the case of the inexperienced importer, where the merchan 
dise is assumed to be on the free list. A value is still required for 
statistical purposes, and then if it turns out that the merchandise is 
dutiable the value that was furnished for statistical purposes is used 
and very often it turns out to be erroneous. 

Does the committee have any further questions, or shall I proceed to 
the next section? 

Mir. Reep. I would like to ask a question, if I may. 

Turn to page 29 of the valuation, the third line down. It reads: 
Section 489 goes on to provide that if the appraised value exceeds the enter 
value by more than 100 percent, the entry will be presumptively fraudulent, a: 
the merchandise is to be subject to seizure and forfeiture. 

Do vou have many of those cases where the appraised value exceeds 
the entered value by more than 100 percent? 

Mr. Nicuous. Those cases are not very common. Perhaps MM: 
Higman can state how frequent they are. 

Mr. Hieman. Well, from the standpoint of the total number of 
entries, | would say that they are extremely infrequent, and vet ther 
are a lot of them. That is about the best way I can answer you 
We possibly have some statistics but they are not available at th: 
moment. 

Mr. Reep. But you have found that penalty is not too serious 
because you feel that the hundred percent does not indicate fraud? 

Mr. Nienous. No, sir. | should have mentioned that. I am glad 
you brought it up. | omitted mentioning that by inadvertence. The 
bill does repeal that provision so that there would no longer be a 
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presumption of fraud for a 100 percent undervaluation. We believe 
that those 100 percent undervaluations are quite capable of being 
innocent and thev ought to be dealt with the same as any other 
undervaluation. The presumption of fraud necessitates the seizure 
of merchandise, and the importer then has to petition the Commis- 
sioner of Customs to remit the forfeiture, and it is quite a lot of 
involved procedure that we believe should be eliminated. 

Mr. Reep. | wondered about that and I am glad that you pointed 
that out. 

Mr. Nicnors. I appreciate vour pointing that out. 

The CuatrrMan. The merchandise is to be subject to seizure and 
forfeiture. What redress or relief does the importer have? Can he 
vo then to the Customs Court? 

Mr. Nrenous. No. If the merchandise is seized and forfeited under 
that provision he can petition the Secretary of the Treasury and 
under section 618 of the Tariff Act the Secretary of the Treasury has 
the right to remit for forfeiture if he finds that the undervaluatior 
was in cood faith and without intent to defraud the revenue. 

The Cuarrman. His place for relief is the Secretary of the Trea 
and not the Customs Court? 

Mr. Nicwouis. Yes. It is administrative rather than judicial 
relief in that particular case. 


SECTION 18. COMMINGLED MERCHANDISI 


The next section that | would lke to discuss is section 18, lo« 
on page 32 of the bill and 36 of the analvsis. 


Under existing law section 508 of the Tariff Act deals with the case 
of commingled merchandise. That is a shipment where dutiable 
merchandise, dutiable at different rates or dutiable and free mer- 
chandise, are mingled together in such a way that the appraiser is 
unable to ascertain readily the percentages and quantities of each 
kind of merchandise. A simple example of that might be a shipment 
of rags, where you might have textiles mixed together of several 
different kinds that might be dutiable at different rates. 

One actual example that I reeall was a shipment of scrap rubber 
that included both natural and synthetic rubber, since it was derived 
from tires, and at that time the natural rubber was free but the 
svmthetic rubber had duty rate on it. And this provision permits the 
importer under existing law to make a segregation at his own risk 
and expense under customs supervision within 10 days. It he fails 
to do so the entire shipment is dutiable at the highest rate that is 
applicable to any part. 

That provision, of course, is recessary to customs officers to keep 
them from being saddled with the job of sorting out a lot of mi 
cellaneous merchandise and to force the importer to segregate and 
classify bis merchandise properly. But it has been fourd to be some- 
What too harsh and to impose liability, in some cases such as that I 
have talked about in the preceding section, that appeared to be 
without fault. 

Mr. Reep. Where these articles are at different rates, a: you have 
pointed out, and suppose it is scrap rubber, how do they handle that 
if he finally has, under the present law, to separate that into its many 


S7474—51 12 





170 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


parts? How does he do it? Is there a warehouse or some place whe» 
he can carry on that work? 

Mr. Nicuoxs. I am not sure that the case of scrap rubber cou: 
arise today, but at the time that shipment was made the only thing 
that the importer could have done would have been to have ha 
somebody go through the shipment and segregate each piece of natura! 
rubber from each piece of synthetic rubber, and I suppose it woul: 
have required very expert knowledge on the part of the sorter of the 
characteristics of the two different kinds of rubber. 

We believe that where the commingling is not made with the inten: 
to deceive customs, or defraud the revenue, and where it is not com- 
mercially significant, and where some estimate can be made of thie 
relative quantities and percentages of the kinds of merchandise tha: 
compose the shipment, the importer ought not to be saddled with the 
highest rate that is applicable to any part. 

The bill would continue the application in general, but it enumerates 
the means by which a customs officer is required to recognize the 
percentages, and not to require a segregation. Those are when he 
can determine the relative quantities by examining a representatiy: 
sample, or by an occasional verification of packing lists, or by evidence 
showing performance of commercial settlement tests generally ac- 
cepted in the trade. 

Furthermore, the time for segregation, if he does have to do it, \ 
propose to extend 20 days, and then we provide that the extension is 
not to apply in a case where the consignee or his agent supplies sat is- 
factory proof that the commingled part dutiable at the higher rate 
is commercially negligible and not capable of segregation withou' 
excessive costs, and if it is not capable of segregation without excessive 
cost it will not actually be segregated prior to the use of the shipment 
in manufacturing or otherwise, and also, of course, that the com- 
mingling was not intended to avoid the payment of lawful duties on any 
part of the shipment. 

We believe there will be cases to which this provision will apply 
where the commingling can be simply disregarded for customs pu 
poses and the merchandise can be appraised, not at the rate that is 
applicable to the highest rate part of the shipment, but to the part 
that has real commercial significance. 

McKinsey & Co. considered this problem and recognized that the 
provision was a very harsh one on the importers. The only solution 
they recommended was to extend the period to 20 days. 

We believe on studying the problem further that the right to 
segregate in 20 days instead of 10 was insufficient to relieve the hars!)- 
ness of the law, and the additional provisions that I have described 
are of our own origin rather than that of McKinsey 

We simply find the 20-day recommendation in the McKinsey repor' 
I think that completes my description of this section. 

Mr. Cooper. What time did you fix, if you did not follow the 20-day 
recommendation of McKinsey? 

Mr. Nicuoxs. It is 10 days under existing law, and we make it 
20 days in the bill. 

Mr. Cooper. You follow the McKinsey recommendation? 

Mr. Nicnous. Yes; we follow McKinsey to that extent. 

Mr. Coorer. Does it very frequently happen that a shipment o! 
merchandise will contain a number of articles that are on the fr 
list as well as on the dutiable list? 
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Mr. Nicuots. Yes; that is a common occurrence. 

Mr. Cooper. And the customs inspector has to take that into con- 
sideration, of course, at the time he makes his inspection? 

Mr. Nicuo.s. Yes. 

Mr. Kean. I understand now if one of those tires had been syn- 
thetic, the entire lot would have had to be subject to duty—just 
because one tire out of a thousand was synthetic? 

Mr. Nicuots. I believe that is correct. Bear in mind that those 
tires were junk tires. I believe that they were in pieces in the case 
deseribed. 

Mr. Kean. And if an infinitesimal amount was dutiable at the high 
rate, the whole thing would be dutiable at the high rate? 

Mr. Nicnous. The percentage of commingling ‘would have no legal 
significance 

Mr. C ooper. We will suspend our hearing until 2:30 this afternoon. 


AFTER RECESS 
The committee reconvened pursuant to the taking of the recess, 
Hon. Robert L. Doughton (chairman) presiding. 


The CuarrMan. The committee will please be in order. 
Mr. Graham, you may proceed. 


STATEMENTS OF JOHN S. GRAHAM, PHILIP NICHOLS, JR., AND 
DAVID B. STRUBINGER—Resumed 


Mr. Granam. Mr. Nichols will proceed with the section-by-section 


analysis of the bill. 


SECTION 19. CORRECTION OF ERRORS AND MISTAKES 


Mr. Nicnous. Mr. Chairman, if we have finished our questions on 
section 18 of the bill, the next section is section 19, which is found 
on page 34 of the bill and page 37 of the analysis. 

This section seeks to authorize the Bureau of Customs to correct 
errors and mistakes in the appraisement and in the liquidation of 
customs entries where that correction is not permissible under the 
existing law. At the present time, the tariff act has in it a finality 
provision, Which is section 514, which provides that any liquidation 
shall be final unless protested within 60 days. 

1 should say that liquidation is the final act of the collector of 
customs in finally determining the amount of duties on any particular 
shipment. Sixty days after the date of liquidation, the liquidation 
ordinarily is final unless the importer has protested, and the only 
exception is in the case of certain clerical errors which are provided 
for in section 520. 

The difficuity is that the definition of clerical errors that the courts 
have accepted is too narrow to take care of a considerable number of 
extremely deserving cases. And at this point ] would like to invite 
ihe committee’s attention to three cases which would illustrate exactly 
the kind of thing we have in mind. 

One of them is the claim of E. H. Corrigan in the amount of $384.90, 
which was an overassessment of duty due to the failure of the customs 
liquidator to apply a rate that had been reduced by trade agreement. 
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That is, he simply computed it according to the original 1930 statu- 
tory rate. This claim was allowed by Private Law 639 of the 
Kighty-first Congress. 

The next case to which I want to invite your attention is a claim 
of the Mexican Fiber & Twine Co. in the amount of $435.20. This 
was another case of overassessment. Here it was due to a mathe- 
matical error, and the Congress gave relief to the Mexican Fiber & 
Twine Co. in Private Law 148 of the Eighty-first Congress. 

The last of the three cases | want to mention is the claim of C. 
Springman in the amount of $11,038.40, which was a case of over- 
assessment of duty due to an erroneous unit value. That claim was 
recognized and allowed by the Congress in Private Law 492. 

Those three cases are illustrative of many, many others which do 
not come before the Congress where either the importer forgets about 
it and pays up and takes his loss or the Government’s claim for duty 
becomes uncollectible. They are cases where the appraisement or 
liquidation has been made final by the finality provision of the lay 
and there is no question in the minds of customs at the present time 
but what the action of customs was erroneous and the importer was 
overassessed with duty; vet, short of Congress, the law affords no 
way of giving relief 

We think that the finality provisions of the tariff act are of great 
value to protect importers against harassment after merchandise has 
passed into consumption in the United States and to protect the 
Government against harassment with respect to decided questions, 
but we think it would greatly facilitate our treatment in dealing with 
and handling the public, and conse quently enhancing the efficiency of 
the customs service, if plainly meritorious claims for the correction o! 
errors could be acted on even though they were not merely clerica 
errors in the sense of the present law. 

The CuairMan. You mean in a case where the matter is not con- 
troversial, where it is admitted by both sides that it is an error and is 
not in conformity with the law and apparently is a mistake. 

Mr. Nicuous. That is right. We are talking about the kind of 
case Where both sides agree that the liquidation is erroneous. 

The Cuairman. And it is not fair to the importer that he should be 
delaved and held up waiting for Congress to give him relief where 
there is no controversy or dispute about the merits of the claim. 

Mr. Nicnots. It does not seem to be fair, even though Congress 
sometimes be willing to grant relief, for him to be held up. 

If there are no other questions, | will go on. 

Mr. Reep. This does not change any fundamental provision of the 
law; it is largely to eliminate the dilliculty of coming to Congress? 

Mr. Nicnoxs. It is partly to eliminate the difficulty of coming to 
Congress and partly to improve the service to the publie. 

Mr. Reep. You conform to the recommendation of the Comptroll 
General of the General Accounting Office? 

Mr. Nicnous. Yes, sir. We called attention in the analysis to the 
fact that the General Accounting Office asked us to call the attention 
of the committee to the fact that this bill applied only to errors — 
to the importer and, if the error was adverse to the Government, 
were not proposing to change the finality provisions of the ror Ph 
law. The Comptroller General suggested that the change, if made, 
should be made to apply equally in both situations. 
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F We did not adopt that suggestion because we thought that the 
equities were not equal. We thought that the prevention of errors 
was much more within the control of the Government than in the 
control of the importer and, if an importer contributed to the error as, 
for example, by filing an inaccurate invoice, that there were penalty 
provisions of the law which would deal with that situation. However, 
we were willing to accept a calculated risk, if you like, as to the few 
cases there might be where there are small amounts of money. We 
do not know of any case where the finality provisions have cost the 
Government any great amount of money. But we thought it was a 
part of the « ‘andor we have adopted in putting this bill before the 
committee to call your attention to the Comptroller General's view. 

Mr. Reep. No penalty, as I see, is provided for errors of customs 
officers. 

Mr. Nicnous. That is right. 


SECTION 20. CONVERSION OF CURRENCY 


The next section I will deal with is section 20, which has to do with 
the conversion of currency. That section is located at page 35 of 
the bill and page 38~—a of the analysis, and I would like at this time to 
ask the chairman’s permission to refer questions, if | should need help, 
to Mr. Robert Chambers, who is sitting at my right and who is the 
Chief Counsel of the Bureau of Customs. 

The CuarrmMan. You mav have that permission at any time of 
calling on any member of your staff to answer any questions, first 
giving their names and addresses and their capacities for the benefit 
of the record and then letting them go ahead. 

Mr. Nicnots. I have read his name into the record, and if any 
questions come up where I need help, I will refer them to him. 

I would also like to call your attention to the fact that we have 
supplied a slight change in subsection (d) of this provision which we 
are recommending and which I will explain when | come to it. And 
in connection with that, we have what we call the supplementary 
analysis which explains the provision as modified in subsection (d) 
and also contains some tables showing how we would propose to 
operate under this provision if it was in effect. 

Mr. Reep. Where is that located? 

Mr. Nicuous. | think in the copies of the analysis you have they 
have that material at the end. 

Subsection (a) of this provision authorizes the Secretary of the 
Treasury and directs him to keep current a published list of the par 
values of the several foreign currencies which are maintained pur- 
suant to the Articles of Agreeme nt of the International Monetary 
Fund and says whenever it is necessary for any purpose under the 
customs laws to convert a foreign currency to express it in United 
States dollars, the par value shail be made use of in effecting the 
conversion except where the provision we are recommending specifies 
otherwise. 

| suppose it is needless to say, whenever we have a purchase price 
expressed in foreign currency that establishes a value for appraisement 
purposes, that when the appraisement is made the appraisement is 
stated in the foreign currency and it is then converted into dollars 
for the purpose of assessing duties. The elimination of foreign values 
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we are recommending in section 13 will make the instances whe: 
currency conversion is necessary less frequent, because in man 
instances the sales for export to the United States are stated in tern 
of dollars; so no conversion is necessary. However, we expect |. 
encounter still a good many cases where conversion will be require 
and this subsection (a) will make the par values stated in the Int: 
national Monetary Fund the basic method. Under the present lay 
which has been in effect for a great many years, the baxic method |. 
stated as the gold content of the foreign currency. 

Mr. Reep. That is exactly what I was thinking about. I was jus 
wondering where the question of international currency, which 
gold, comes into this picture. 

Mr. Nicuous. Well, it comes into the picture very mucy under |! 
present law because the Secretary of the Treasury is required 
publish and does publish quarterly the gold content of the foreig 
currencies, and that published list published quarterly was intend; 
to be used for customs purposes in the conversion of currency. That 
was its principal intended purpose, but it has been apparent for 
great many years that the list could not be used for that purpo- 
because the stated or alleged gold content of foreign currencies ha: 
no relation to their actual value in the marts of trade. 

The law was amended many years ago to provide an additions! 
method for those cases where the quarterly gold content statements 
did not provide a realistic method. That provision, which is section 
522 of the Tariff Act, provides that where the actual rate employed in 
commercial transactions varies by more than 5 percent the conversion 
rate shall be ascertained by means of certifications to be supplied by the 
Federal Reserve Bank of New York, which is to ascertain the buying 
rate in New York. And that is transmitted to the Treasury Depar'- 
ment and published from week to week showing the fluctuations of tl. 
actual exchange rates of all foreign currencies where those rates ha\ 
to be employed for customs purposes. 

Mr. Reep. In what countries do you find the currencies fluctuat 
most? 

Mr. Nicnous. I am not in a position to make a comparison of that 
kind. I can say that the currencies that have pars under the Inter- 
national Monetary Fund as a rule fluctuate very little. 

We have in exhibit B attached to the supplemental analysis a tal: 
showing the certified rates of the foreign currencies that have px 
values. Going down that list you will see the first item is Australia 


and the fund par value of Australia is stated as 224. The certified 


rates have fluctuated between 223.1739 and 223.0079 

The Belgian frane, which is the next item, par value is 2, and t!) 
certified rates are 2.00053 as a high and 1.98208 as a low. 

Under the existing law, fund pars are not employed, and _ thos 
countries, like practically all other countries, have long since deviated 
in the actual pars of their currencies from any relation to the gold 


content. So that under the existing law the buying rates of those 


countries have to be ascertained by the bank and certified from ca) 


to day, although the deviations are small, as this table shows, and we 
believe it would be a great simplification, both for the customs service 


and for the importers, to have a fixed rate to use when deviations ar 
so small. 
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The CHAIRMAN. Then conversion of currency leaves the people 
completely in the dark in some cases where conversion is necessary for 
the payment of customs duties? 

Mr. Nicuots. It is not necessary to the actual payment, but to 
find out how much the duties are. You start out with the value 
expressed in foreign currency. To illustrate, you buy something in 
France and you have the value of some French merchandise stated in 
francs. Then the customs collector, when he liquidates the entry, has 
to make a calculation which involves converting the value stated in 
French francs to dollars. Then he has to apply the tariff rate, what- 
ever it is, to the value in dollars. That, I think, is the principal 
situation where the conversion of currency becomes necessary for 
customs purposes. 

The CuarrMan. Is not that quite a difficult procedure to keep up 
with? 

Mr. Nicuois. Under the existing law, it is exceedingly difficult. 
I was going to tell you what some of the difficulties are. 

The Cuarrman. Whose responsibility is it now to certify rates for 
the conversion of currency? 

Mr. Nicnoxs. It is the responsibility of the Federal Reserve Bank 
of New York to certify the rate, and it is the responsibility of customs 
to apply the rate that is certified by the bank. The rate which the 
bank certifies is the buying rate in New York. 

There are at the present time a number of countries that do not 
have par values under the International Monetary Fund, and sub- 
sections (b) and (c) of section 20 tell how the conversion is to be 
managed in the case of those countries. Section (b) says that if no 
par value is maintained, the conversion shall be made at the buying 
rate for the foreign currency in the New York market at noon on the 
date as of which the value or cost requiring conversion is to be deter- 
mined. Then there are provisions specifying in more detail than the 
present law exactly how this is to be done so as to eliminate uncer- 
tainty. For example, it provides for a conversion that has to be 
made as of a date when the bank is closed, which the present law 
does not do; it provides for a case where there are no actual trans- 
actions on the New York market in the currency that the bank is to 
make certification on. But, except for the spelling out in additional 
detail, this provision calls for a procedure which is about the same 
as the procedure that is now employed in the case of no-par countries. 
So that we are not actually making any major changes with regard 
to it. 

Now I come to section (c) which is the part of this bill which deals 
with multiple-rate currencies. The difficulties in recent vears have, 
of course, greatly increased by reason of countries being off the gold 

standard, by reason of having exchange controls that limit transac- 
tions in their currenc ies, by reason of allowing black markets to take 
place in their currencies, and by reason of having multiple exchange 
rates, 

The Caarrman. What is the black market in currency? It is not 
counterfeit; is it? 

Mr. Nicnouts. No, sir. It is a case where currency is illegally 
bought and sold at some other rate than the country is willing to 
pay it out legally. For instance, let us say that the government of a 
country will have the peso as their currency and let us say they will 
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officially pay 100 pesos to the dollar. That is purely a fictitious ex- 
ample, | want it to be understood. But let us say there is a black 
market where you can buy 200 for every dollar bill. The questio: 
then arises that an importer may actually have gone and boue! 
foreign currency very cheap. American dollars in the last few years 
have very often commanded a substantial premium and, by illeg 
transactions, he may have gotten much more of a foreign currency 
than his dollars would legally entitle him to under the law of thy 
country that issued the currency. The question arises as to what 
extent exchanges of that kind should be considered in customs 
conversion. 

Finally, we have the case where there is more than one legal 
for a given currency and there do exist at the present time a number 
of countries where the number of units of their currencies that you 

ean obtain for a dollar depends on the purpose for which the con- 
version is made, and many of those countries will supply an export 
more units of their currencies for every dollar he gets for his m 
chandise with respect to some kinds of merchandise than they wil! 
for other kinds. For example, Spain not so long ago had a list as 
long as vour arm of special rates which were legally recognized |) 
the Spanish Government for specific commodities which wer 
exported by Spain. That is still the condition so far as Spain 
concerned. 

Customs has had a great deal of difficulty in dealing with this 
multiple situation, and there was litigation which resulted in a de- 
cision by the Supreme Court of the United States to the effect that 
wherever such a multiple rate of currency was actually emploved 
legal commercial transactions with respect to a particular kind of 
merchandise, customs had to take that rate into consideration and 
employ it for conversion purposes when they were determining the 
duty on that merchandise. 

So that, in effect, a country such as Spain can give its currency, )) 
its own act, a value for customs purposes which we will have to make 
use of. Section (c) deals with the case of multiple-rate currencies 
and specifically provides that wherever more than one rate of exchang: 
exists the conversion for customs purposes of amounts expressed in 
that currency shall be made by applying the applicable rate or rates 
which reflect effectively the value of that foreign currency in commer- 
cial transactions. That is the rule laid down by the Supreme Court 
These multiple rates are to be certified by the bank just as at present. 
If you will look in any issue of the weekly Treasury Decisions, you 
will see instances where the bank will certify several rates for some 
countries, and then it becomes the responsibility of customs to de- 
termine which of the rates the bank has certified is applicable to a 
particular class of merchandise that customs is dealing with. 

Mr. Cooper. To which bank do you refer? 

Mr. Nicuous. The Federal Reserve Bank of New York. 

Finally, section (d) covers the case where there is fund par but the 
actual commercial rate deviates from the par. There have been some 
instances in recent years where the fund pars have not been adhered 
to, where there have been other rates in addition, and it has been thy 
intention of this bill to assure importers beyond any possibility 
doubt that whenever there is an actual deviation legally recognized 
not a black market deviation—from the fund par, the deviation will 
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be recognized for customs purposes. And in order to nail that point 
down, we are recommending an amendment to this provision which 
would necessitate the striking out of the first sentence of subsection 
(d) and substituting the sentence which is given in the supplemental 
analysis and which I will read: 


When apart from the normal variation between buying and selling rates there 
are one or more rates of exchange in addition to the par value for any foreign cur- 
rency listed pursuant to subsection (a), the list shall so indicate. 

The list is the list referred to in subsection (a) which is a list of 
countries maintaining fund pars, and the intention is to publish the 
list with an asterisk, if this bill is passed, alongside of each country in 
that category. For instance, we have attached to the supplemental 
analysis a sample list which shows what the list would have looked like 
if we had a statute calling for one in effect on a particular day. The 
date was August 1 of this year. You will notice on that list that 
Bolivia, Chile, Colombia, Ecuador, Iran, Lebanon, and a few other 
countries have asterisks, which means that, notwithstanding having 
fund pars, customs would have to employ rates certified by the bank 
for the purpose of some conversions. 

Mr. Kean. Is this exhibit B? 

Mr. Nicuors. That is exhibit A. 

Mr. Miuus. Have vou completed vour statement? 

Mr. Nicnors. I think I have completed my statement. I am 
ready for questions. 

Mr. Mirus. On page 34 of the bill, in section 1 you are now dis- 
cussing, vou propose to repeal section 25 of the act of August 27, 1894, 
as amended, and reenact United States Code 1946 edition, title 31, 
section 372 (a). For what, specifically, is that used? 

Mr. Nicnors. That is the provision which requires the Secretary 
of the Treasury to publish the gold content quarterly, and we believe 
that has become unnecessary and serves no useful customs purpose 
and would involve a saving in expense if the quarterly publication 
could be eliminaied. 

Mr. Miuus. It is meaningless now? 

Mr. Nicnots. Yes. 

Mr. Miius. Then you amend section 522 to read as on page 35. 
Tell me just in a few words what section 522 does now. 

Mr. Nicnous. Section 522 is the section of the law which provides 
at the present time that if the rate actually employed in commercial 
transactions deviates by more than 5 percent from the quarterly 
published gold rate, the New York buying rate shall be certified by 
the Federal Reserve Bank of New York and the rate so certified shall 
be employed by the customs for conversion purposes. 

Mr. Mitts. And in the rewriting of section 522, vou make what 
change in that specifically? With respect to that one point you just 
discussed, does that remain in the new section 522, or is that changed? 

Mr. NicHo.s. Essentially it does as applied to the cases where 
there is no fund par or where there is a par but not a complete adher- 
ence to it. In most such cases the new section 522 would operate not 
much differently from what it does at present. 

We have tried to spell out and nail down a few details of operation 
but essentially the intention is not to effect any major change. 

Mr. Miuus. On page 37, lines 12, 13, and 15, you delete subpara- 
graph (7) of section 481 (a). What does (7) do? 
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Mr. Nicnots. Paragraph (7) that is to be deleted is part of the 
statutory requirement relating to customs invoices, and it requires 
the invoice to state whether the currency of the purchase was in 
gold. 

Mr. Miuus. Or paper? 

Mr. NIcHOLs. That is right. We do not consider that information 
on the customs invoice serves any useful purpose, and in view of the 
elimination of the conversion basis of employment of gold content, 
it becomes rather meaningless. 

Mr. Mixus. Does section 20 of the bill actually make any change in 
the conversion rate with respect to any foreign currency? Would it 
mean a lower relationship to our dollar to enact section 20, or would 
the ratio perhaps remain the same? 

Mr. Nicnots. No. We believe that the end result, and actual rate 
of conversion arrived at, will be substantially the same in all cases as 
it is at present. The advantage to be derived from this bill is sim- 
plicity and efficiency of operation. 

Mr. Miuus. Actually, since the Bretton Woods agreement has 
become effective we more or less have to follow the foreign currency 
values set by that agreement. 

Mr. Nicnous. Yes. Of course, where the agreement is adhered to, 
and where the par value is effectively maintained, the rate certified 
by the Federal Reserve bank would necessarily reflect that, with very 
small variations. But you arrive at the same result in the case of a 
par value, almost the same result, under the present law as you do 
under this bill. 

Exhibit B shows how small the difference would be. 

Mr. Miuus. That was my thought, that actually since there are no 
countries with foreign gold coins in circulation, and none of them on 
the gold standard as far as I know, what is proposed in section 20 of 
the bill is actually almost existing practice in the custom service. 

Mr. Nicuots. It is existing practice, but it is getting at the same 
thing in a much simpler way; that is, it dispenses with a lot of steps and 
paper work that consumes time and the expenditure of money without 
affecting the result. 

Mr. Mitus. The administration can always be simpler if the law 
permits simplification; is that right? 

Mr. Nicnous. That is right. 

Mr. Mixuis. Under existing law and practices you have to go in a 
roundabout way because of the requirements of the law. 

Mr. Nicuous. Yes. 

Mr. Miuus. As a practical matter. 

Mr. Nicnois. We have to go way around Robin Hood’s barn in 
connection with many, many currency conversions that should pre- 
sent no problem because the currency has a par value, and that par 
value is maintained. 

Mr. Mituis. But you would use it where it is not effectively main- 
tained? 

Mr. Nicuots. That is correct. We would use the certified rate 
when the par is not effectively maintained. 

Mr. Mitts. There is no greater possibility under section 20 of this 
bill for depreciation of foreign currencies to affect the duties paid in 
the United States than now under existing law? 

Mr. Nicuous. It would be just the same. 
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Mr. Mitts. The same exactly. Thank you. 

Mr. Kean. Back in the Eightieth Congress I introduced a bill 
which passed the House that had the same idea with reference to 
currencies. It failed in the Senate. Now, I think that we spelled 
out in that bill, if my memory is correct, a little more carefully this 
question in line 17 where you say: “Rates so certified which reflect 
effectively the value of that foreign currency m commercial trans- 
actions.” 

Of course, those commercial transactions might be any kind of 
commercial transactions, is that not so?) They may have six or seven 
different types of currency that they use for all sorts of commercial 
transactions, and it does not specify the type of currency that is used 
for international trade, or anything else. 

Mr. Nicuots. We believe, of course, that the intent, in the way 
this law will be interpreted, is that the commercial transactions re- 
ferred to are transactions involving the export of merchandise to the 
United States. 

Mr. Kean. Why do you not spell it out then? 

Mr. Nicnous. We did not think any further spelling out was 
necessary. 

Mr. Kean. You think this is clear enough? 

Mr. Nicuots. Yes. 

Mr. Kean. Commercial transactions might mean any kind of com- 
mercial transactions. 

Mr. Nicuots. I thought that you might be interested to have 
Mr. Chambers explain the differences between this bill and your bill. 

Mr. CuamsBers. I do not have a copy of your bill before me, 
Mr. Kean, and I do not recall the exact language, but we feel this 
language was very carefully considered by the various interests con- 
cerned, and it would result in carrying on the same approach which 
the Supreme Court established in the Barr case (Barr vy. U.S. (1945) 
324 U.S. 83), and which we have been using ever since, and which is 
now embedded in our practice. Under that practice, where there are 
multiple rates, the one which is commercially applicable to the type 
of goods which are imported is the one which we would apply, so that 
our customs calculations of duty are tied in with the same basis of 
conversion that is used commercially for these goods. 

Mr. Kean. The clerk has just handed me a copy of my bill, and 
it says here: 

The rates so selected or determined for the currency of a particular foreign 
country shall be as nearly representative as is practicable of the rate of exchange 
or a combination of such rates, used most generally in effecting the transfer of 
payment for commodities exported from that foreign country to the United States 
or in converting into the currency of such foreign country such payment made in 
the United States dollars or in the currency of any other country. 

Mr. Cuambers. There is something that should be explained there. 
Your bill proposed that we should select a singie rate for each cur- 
reney when there were more than one. 

Mr. Kean. That is right. 

Mr. Cuampers. The standard used there was to describe how to 
pick a single rate where there were several. This bill does not try 
to do that. This follows a practice which has since been established, 
pursuant to the Supreme Court decision, of applying to each type of 
goods the particular one of the several multiple rates which is com- 
mercially applicable to it. 
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Mr. Kean. There would be a multitude of rates under this bill 
determined on what the goods were. The answer is that Spain, for 
instance, wants to get something into this country, and they may give 
a lower rate on that than they would on something they were not so 
anxious to get exported. So, you take cognizance of that in the 
rates that are established; is that right? 

Mr. Cuambers. Indirectly. What they do in Spain results in the 
establishment of 16 different rates on the New York market at present. 
Each rate is applicable to different types of Spanish goods when they 
are imported. 

Mr. Kean. You are going to continue that difficulty. 

Mr. Cuambers. Yes. 

Mr. Kean. You are not going to make one rate? 

Mr. CuamsBers. No, sir. 

Mr. Kean. That does not seem to me the simplest way, but per- 
haps you have a good reason. 

Mr. Cuamsers. I do not think the Treasury Department should 
be taken as recommending and encouraging the use of multiple rates 
in the world, but our feeling is that as long as they exist the way to 
eliminate them is not to start by eliminating them for customs pur- 
poses. There are other means of trying to work on that. It is one 
of the aims of the International Monetary Fund, for instance, to try 
to get the multiple rates eliminated. While those rates are in exist- 
ence, the importers have repeatedly urged us to continue to use them 
for their transactions. You see, the difficulty is if we pick one rate 
for each currency, and it was a currency, the difference between the 
top and the bottom, multiple rates of which might be quite large, 
some of the importers would get quite a benefit on a single rate which 
was, say, an average in between, but the importers at the other ex- 
treme would be forced to pay much more money in duties. The 
importers who would feel the pinch are the ones who have especially 
made their point that they should not be made to do that. 

Mr. Reep. | just want to ask you a question, and I quote from the 
analysis: 

Under existing law, the values of foreign gold coins as published quarterly by th« 
Treasury are made the primary basis for the conversion of foreign currencies, but, 
in practice, this procedure has become largely meaningless. Since gold coinage 
has so largely disappeared as a significant factor in monetary systems * * * 
Is this change being made on the assumption that this country and 
other countries will not return to the gold standard? 

Mr. Nrenoxs. Well, I do not think any of us here are in a position 
to answer that question; but, if this country or other countries should 
return to the gold standard, there is certainly nothing in this bill that 
would offer any impediment. But it is contemplated under the 
Bretton Woods agreement that the par values established pursuant 
to that agreement shall be the basic measure of the value of money 
in international trade. ; 

Mr. Reep. Regardless of the gold? 

Mr. Nicnois. Whether under the gold standard or not. 

Mr. Reep. That is all. 

Mr. Mitts. I meant to ask a few minutes ago, Mr. Nichols, if 
there has developed very much of a difference between the par value 
pursuant to the articles of agreement of the International Monetary 
Fund and the actual value in relation to our dollar, in any or very 
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many of the countries which are members of that agreement? Does 
the par value as a matter of fact correspond favorably with the par 
value set forth in the agreement? 

Mr. Nicnoxs. If you look at exhibit A in the appendix or annex to 
this analysis, the countries that are marked with an asterisk have 
failed to maintain the par value, and the asterisk indicates that there 
is some deviation in the case of those countries. 

Mr. Mitts. | urderstood that a few minutes ago, but how much 
deviation does exist with respect to some of those countries? Is it 
serious or minor? 

Mr. Nicuoxs. Well, it is sufficiently serious so that under this bill 
it is more than 5 percent. 

Mr. Mints. If it is not more than 5 percent, you take the par value 
set forth by the agreement. That is the point; is it not? Now, if it 
is more than 5 percent, vou take the actual value, irrespective of the 
agreement? 

Mr. Nicuoxs. It is sufficiently serious in the case of those asterisk 
countries to require taking the actual buying rate on the New York 
market. 

Mr. Mitts. Section 20 does permit Customs, in the conversion of 
currency, to look to the actual value of currency from time to time, 
and, if it is less than 5 percent of the par value in the agreement, to 
use that measure of value for the currency, under this section. 

Mr. Nicos. Yes. 

I should say, about the 5 5 percent, I think I mentioned that figure 
erroneously, because it is 5 percent under the present law, but this 
bill does not specify how much deviation would be necessary before 
the certified rates would have to be employed. 

Mr. Mitts. I could not see it in the section, and I wondered about 
that. 

Is that left entirely to the discretion of the Customs now? 

Mr. Nicnous. No; it is not. If a country maintains its par value 
within the normal deviations that are referred to in subsection (d 
as we are proposing to amend it, the deviations will be less than | 
percent. 

Mr. Miuus. If they are greater than 1 percent, vou would use the 
actual value rather than the par value in the agreement; is that the 
point? 

Mr. Nrcnous. I would not want the record of this hearing to com- 
mit us to any specific percentage, except to say that it would normally 
be less deviation than 5 percent, which would be sufficient to require 
use of the certified rates rather than the par-value rates, because sub- 
section (d) says “apart from normal variation between buying and 
selling rates’’—and what these normal variations are appear here on 
exhibit B, and the normal variation between buying and selling rates 
in the case of a country that maintains a par properly, is less than 1 
percent, as a rule. 

Mr. Mitits. Why would it not be a matter of good judgment to 
include in this section some specific limitation upon this situation? 
Maybe it does not need to be 5 percent, and maybe you would not 
want to say 1 percent, but you might want to say 2 percent, or 2% 
percent, and have it in the statute, rather than re ving upon the dis- 
cretion of each of the agents out in the customs service. 
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Mr. Nicnots. This is not a matter that would be administered by 
the customs officers in the field. It would be administered in th 
Department; that is, the list that is referred to in subsection (a 
would be maintained in the Department. 

Mr. Minus. My point is this: Probably it could be done by th. 
administration, but I would not want to see the value in one country, 
2'; percent under the par value of the agreement, accepted as the v ralur 
for conversion purposes ; and in another country, which may have an 
actual value of 5 percent under par in the agreement, have that also 
accepted, or maybe not accepted. You see, where there could be » 
difference in the treatment accorded to the currencies of differen: 
countries. 

Is there any possibility of that under this section? 

Mr. Nicnous. I do not think so. The words ‘‘normal variation 
between buying and selling rates,”’ I understand from our monetary) 
experts, have a very definite meaning to them. 

Mr. Minus. Do not let my questions influence you, because I do 
not qualify as a monetary expert, I assure you. 

Nicuots. I do not, either. I am the last person to claim to bi 
I have talked to monetary experts about this bill, and they tell me 
that, to them, that phrase is very definite and specific. We wanted 
something definite and specific, for the reasons you have stated. 

Now, the normal variations do differ according to the various 
factors. That is one reason why we did not think it was proper to 
state the thing in terms of a percentage, because you have to mak: 
allowance for such various factors. 

We thought the monetary experts in the Treasury can watch from 
time to time the fluctuations; and, where the fluctuations are in excess 
of the normal variation, then the country becomes an asterisk countr) 
on our list, and then we are in the position of employing the Federa! 
Reserve Bank of New York, which certifies rates. 

The objection to the 5-percent rule, or one of the objections, wa 
that even in the case of the countries that did not vary by 5 percent 
from the gold content it was always necessary to obtain daily certi 
fications from the Federal Reserve, simply to show that they did not 
We wanted to eliminate the necessity of certifications, and if we said 
that whenever the rate differed by 1 percent or 5 percent, or som 
other percentage, the buying rate from the par value, then we have 
to get certifications day by day from the Federal Reserve bank to 
show what the buying rate was. 

Our monetary experts do not need that information that constantly, 
and they wanted to keep their hands free to apply this statute withou' 
inflicting on the bank the necessity of supplying information that was 
no required. 

Are there any other questions, Mr. Chairman? 


SECTION 21. CUSTOMS SUPERVISION 


The next section of this bill, section 21, is located on page 37 of the 
bill and page 40 of the analysis, and it deals with the requirement of 
customs supervision. The purpose of the section is to confirm and 
ratify existing practice in holding down the expense incident to customs 
supervision, when required, to an amount reasonably proportionate 
to the protection of the revenue. 
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We have referred, in the analysis, to section 304 of the Tariff Act 
as an example of the kind of case where customs supervision is required. 
We have already talked about the marking laws, and there is a provi- 
sion in section 304 that provides that when an import is improperly 
marked the marking may be added after importation under customs 
supervision, and it would be very easy to make that customs super- 
vision involve a considerable waste of time of customs employees, and 
expense to the importer, where the overtime of the customs employee 
was reimbursable; that is, where the importer was obliged to pay the 
customs for supplying the supervision. It has been the practice to 
make the supervision reasonably proportionate to the nature of the 
interest of the Government to be protected. 

There have been a couple of court decisions—that are referred to in 
the analysis—that held that the customs supervision was required to 
be direct and continuous, which I take it, means that a customs 
inspector had to be standing over the job every minute of the time. 

We believe that the actual practice is quite sufficient to protect the 
revenué, and that we do not have such a superfluity of manpower that 
we can afford to change the practice the way these decisions might be 
construed to require. 

The purpose, therefore, of this section is to ratify existing practice, 
and there is no immediate intention to effect any changes in existing 
practice. 


TRAINING THE TECHNICAL PERSONNEL OF CUSTOMS 


Mr. Reep. I would like to ask a question while I am thinking about 
it. There isa vast amount of detailed work that these customs officials 
have to do, according to all of this documentary evidence we have here. 
How are they trained for that, and how to you get them? Is there 
a school where they are put through intensive training, or how do you 
handle that? You have them all over, in New York, Philadelphia, 
and San Francisco. 

Mr. Nicnous. May I ask that Mr. Strubinger answer that, the 
Assistant Commissioner? 

Mr. Srruprncer. May I have the question again, please? 

Mr. Reep. Speaking about the large number of these customs 
officials that are operating all around the country, where the ships 
come in and they take care of all of this work, in Philadelphia and 
New York and San Francisco and New Orleans, and other plac:s, 
I can see here that it is an intricate and technical thing in every respect 
and | am wondering how you train those men for this work. 

Mr. Srrupincer. The technical personnel of the customs service 
are career employees. By that, I mean that our employees generally 
start out in the lower grades and gradually work themselves up into 
the technical positions. We very seldom recruit from outside the 
customs service for the technical positions. We find that we cannot 
get employees who are qualified to handle the many phases of customs 
technical work from outside our own service. So that when we get 
into the field of appraisement, liquidation, and entry, in every in- 
stance, today, those men are men who have spent 10 to 25 vears in the 
customs service. 

Mr. Reep. How are they recruited in the first instance? Are they 
young men, college men, or just where do you get them? 
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Mr. Srrupincer. A great many of them are; and, on the other 
hand, we get them from our civil-service registers, and most of them 
from the clerical field. 

We do have a field we are recruiting in now, the examining fie)! 
We have an examiner’s aide position that men who have a college 
degree in physics, chemistry, foreign service, and courses of that kin«., 
are eligible for appointment as an examiner’s aide, who is an under- 
study to the examiner and to the appraiser. 

Mr. Reep. What is the average age of these men in the customs 
service? You say some of them have been there 25 years, and what 
is the average age? 

Mr. Srruntncer. Well, in the higher positions, the technical posi- 
tions, | would imagine that the average age is pretty close to 50 years 

Mr. Reep. How many of these customs officials in the technica! 
field do you employ or does the United States employ? 

Mr. Srrusincer. In the technical field? 

Mr. Reep. Yes. 

Mr. Srrupincer. We have, I should say, about 320 liquidators, 
about 210 examiners, and about 210 entry clerks. 

Mr. Reepv. You have no training school such as the Bureau of 
Internal Revenue has for their employees? 

Mr. Srrupincer. For some 10 years prior to 1945, customs had a 
correspondence school giving courses on customs laws, regulations, 
and procedures. Practically every employee was enrolled for one or 
more subjects. As part of the over-all training program, most fiel/ 
offices conducted classes or group discussions on various customs 
subjects outside of business hours, using the correspondence lessons 
as the basic material. The lack of funds forced discontinuance of 
the headquarters school in 1945; however, many offices still continue 
their informal field-training classes. In New York the collector has a 
formal school of training for employees who desire to quality for the 
positions of port patrol officer and inspector of customs. 

In addition to the above, it has long been the policy to select em- 
plovees for the position of customs examiner on the basis of oral and 
written examinations. The examinations are prepared and given }\ 
Bureau officials. 

Candidates for this position receive on-the-job training as well as 
class instruction on a purely informal basis. 

Mr. Reep. Do thev have a civil-service status, all of them? 

Mr. SrrunmnGcer. Oh, ves, all have civil-service status. 

Mr. Reep. Thank you very much. 

Mr. Jenkins. In that connection, you have the regular automat 
promotion system which carries your young fellows on up to tli 
higher positions? 

Mr. Srrupincer. I would not say automatically. It is don 
really on qualifications. 

Mr. Jenkins. They have to meet the provisions, they have to ! 
there so many years and they have to meet the qualifications, a: 
then they automatically go up? 

Mr. Srrupincer. That is right. 

Mr. Jenkins. That is done in all of the departments of Govern- 
ment. I do not want to brag, but I was the author of the first bill 
which provided automatic promotions. 

Mr. Strusprncer. I think that you are to be congratulated. 
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SECTION 21. CUSTOMS SUPERVISION 


Mr. Mitts. Mr. Nichols, in the analysis, on page 40, you point out, 
“For example, section 304 (c),” and so forth. I can well understand 
that it is not necessary or it ‘Should not be required that a man con- 
tinue in supervision over the proper marking of goods after importa- 
tion, but your use of the words, “For example,” would lead me to 
believe that there are other situations where you are now required to 
keep a man in constant supervision of certain operations and certain 
acts under court decisions, that you are attempting to remove here. 

Now, what are some of the other situations? 

Mr. Nicuots. Mr. Johnson will answer that. 

Mr. Jounson. The only court decisions we have are these two 
particular ones, but the supervision situations are numerous. 

For example, there is supervision of unlading a ship, that is, the 
taking off of the goods. Now, we feel that the supervision of the 
unlading, for example, of an oil tanker is very different from the 
unlading of a ship carrying packaged merchandise. The tanker needs 

preliminary inspection, and then occasional visits to see that the 
cargo is going off in the normal fashion; whereas, for a package ship 
a man must be there to inspect every sling of packages that comes off 
the ship. 

Mr. Minus. That is what I was getting at. You do not intend to 
relax the constant supervision in such a situation as the latter? 

Mr. Jounson. No, sir; but we do feel that adequate supervision of 
marking is merely such attendance of customs officers as will assure 
that the goods that were imported were all actually marked. 

Mr. Mixus. | can understand that. 

Mr. Jounson. The segregation of commingled merchandise, which 
we talked about earlier, is again something that does not require the 
constant presence of a customs officer. 

Mr. Mitts. But this relaxation would not mean that there would 
not be semeone constantly in supervision—let me say it as we say it 
in Arkansas—of the unloading of a ship, where there are many and 
divers packages and items involved? You would still have constant 
supervision there? 

Mr. Jonnson. Yes. And may I state, sir, that this does not 
propose any actual relaxation at all. It merely requests confirma- 
tion of the practice that has always existed, and which has been dis- 
approved by the court in these two cases. 

Mr. Minis. You think it may be disapproved in some other cases? 

Mr. Jounson. We are very fearful of the implication of these 
cases; and also, we think it was rather unfair to disallow something 
that we put the importer into ourselves, because we did not furnish 
the men. 

Mr. Mixts. It is really a burden upon the importer when you get 
him in this position and the court reverses your action, I can see that. 

Mr. Jounson. That is true, sir, and it would be a terrific burden 
upon us, one which we could not bear within existing appropriations, 
if continuous supervision were required in all of these cases. We 
just could not meet it with our present manpower. 

Mr. Mixus. This is one of the archaic requirements of the Customs 
Act, is it not, and you do not have to say it, but it is, in my opinion. 
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Mr. Jounson. It is a requirement that we did not know existe 
until the court enlightened us in these two recent cases 

Mr. Nicno.s. Apparently it is a novel requirement, Mr. Mills 
and not an archaic one. 

I wanted to say, to clarify the question of changing existing pra: 
tices, that we have no plan in mind to change existing practice wit); 
respect to the supervision required with respect to the marking require- 
ments, or any other requirements. Obviously, we cannot see into the 
future and be sure that commercial practices will always remain thie 
same, or, for that matter, that the legal requirements that we are 
enforcing in connection with this supervision will always remain th, 
same. 

Mr. Miuus. Let me ask vou a question right on this point, that | 
have been interested in for a long time. 

When shipments come from a country that engages in the legs 
traffic of opium and dope, and other items that are illegal in the United 
States, do vou very carefully scrutinize the unloading and contents 
of such packages as may be on the ship from those countries? 

Mr. Jounson. We have a little informal terminology, in which we 
designate certein ships as “hot” ships, and others just go without 
that designation. 

The place from which a ship comes is the first criterion for deter- 
mining that classification. We have found through many vears of 
experience that ships from Mediterranean ports and from all of the 
Asiatic ports are more suspect on narcotics than ships from othe: 
ports. 

During comparatively recent vears, more difficulty has been en- 
countered from certain South American ports, and that is always 
watched very closely. Any change in the routes of the narcotic 
traflic are very closely observed. 

Mr. Miius. Mr. Johnson, would you say it would be practically 
impossible to bring in through customs an illegal shipment of nar- 
cotices? 

Mr. Jounson. No, sir; 1 am sorry to say that I cannot say that. | 
know something of the different methods of importing opium, every- 
thing from the diapers on a living baby to false hollows in the boards 
of a package; and the difficulty is not in getting itin. It is in catching 
it. It isa tremendously difficult task. The fact that we need such a 
bus, narcotics service to detect it after it gets in, shows that, unfor- 
tunately, we are not 100 percent perfect in catching it before it gets in 

Mr. Mixus. Just let me ask you for your frank opinion. Is ther 
anything that we in the Congress could do to enable you and your 
agency to more closely or better supervise the possible importation of 
such narcotics? 

Mr. Jounson. I can only say, sir, that in my opinion, it is a question 
of manpower, and then turn it over to Mr. Strubinger. 

Mr. Minus. It is actually that, and nothing more? 

Mr. Jounson. That is my own personal opinion. 

Mr. Mixus. Well, the customs service bas authority today, if it 
wanted to do so, to open every box that comes through customs from 
any of these so-called hot countries, and tear the woed up, if you 
wanted to do it, and vou do not need additional auth rity to permit 
you to uncrate at customs anything that comes in, do you? 
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Mr. Jounsons We have very preemptory authority to examine 
both persons and parcels coming into this country. We can stop 
every person at the border and strip them to the skin. 

Mr. Mitts. And every package? 

Mr. Jounson. And every package can be opened and, within the 
limits of reason, things can be torn apart. 

Mr. Minus. Do you under certain circumstances require such treat- 
ment of packages coming from some of these “hot” countries? 

Mr. Jounson. Sir, I have known of the case of the customs officer 
who, with his jackknife in his hand, hesitates as to whether he will rip 
the suitcase open with a knife, and finally he does it; and he is a pretty 
sad man if he does not find something. 

Fortunately, in the particular case | have in mind, he found an illegal 
shipment of currency. This was during the old war days, or the early 
war days, rather, when Foreign Funds Control regulated the importa- 
tion of currency. In those particular cases of passengers, it is largely 
a problem in psychology. Some of our inspectors are pretty good at it. 

This man noticed the nervousness of the woman, and he called the 
package back after he had passed it, and he took his jackknife, ripped 
the lining of the suitease, and found the money. 

Mr. Muitus. There is complete coordination and cooperation 
between your agency and Mr. Anslinger and his group? 

Mr. Jounson. We cooperate very closely with him, with the 
Secret Service, with the Internal Revenue Intelligence Agency, and 
with various other enforcement agencies. 

Mr. Miuus. And this section of the bill would not mean any relaxa- 
tion or any let-up in close supervision in those kinds of cases? 

Mr. Jounson. This has absolutely no relationship to enforcement 
work. 

Mr. Mitus. I knew in my own mind it did not, but I wanted the 
record to so indicate. 

Mr. Coorer. The fact is that nobody and nothing can come into 
this country without complying with the law of this country. 

Mr. Nicnous. That is correct. 

Mr. Cooper. And the customs service and the Immigration 
Service have sufficient authority of law to see that everything and 
evervbody that comes into this country comes in in compliance with 
our laws. As Mr. Johnson says, it is only a question of manpower 
to physically be able to make the inspection to see that our laws are 
being complied with. . 

sir. Nicnouts. We believe that the laws authorizing search and 
seizure are adequate insofar as the things that they authorize to be 
done are concerned. 

| would like to call to your attention the remark that Commissioner 
Anslinger made a short time ago about smuggling of narcotics. He 
said if you gave the customs service the entire Navy and Coast Guard, 
that it would still be impossible for them to stop the smuggling of 
narcotics completely. That was his opinion. Of course, the more 
effort vou devote to it, the more results you can accomplish. 

Mir. Cooper. Suppose a shipment of shoes was coming in, and to be 
absolutely certain about it vou would have to tear open the heel of 
every shoe in the shipment, to see whether there was any hollow place 
or any narcotics concealed there, would you not? 
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Mr. Nicuots. I should think so. 

Mr. Cooper. To be certain about it. 

Mr. Jounson. We have done considerable experimental wo 
with X-ray, a device known as the inspectoscope, in an attempt 
ascertain concealed shipments, but it still comes back to just wh 
Congressman Cooper has said: that you have got to tear the thin 
to pieces to find out what is in them. 

Mr. Coorrer. Obviously, many times when you tear the things |) 
pieces, you destroy the thing that you have torn up. 

Mr. Jounson. That is what we call destructive analysis, and ii 
something that we always try to avoid. 

Mr. Mixus. It would be a pretty good application of constructiy, 
analysis if you could, by doing some of that, detect some of |! 
narcotics, and I think we will all agree, and maybe the product comin, 
in is not as valuable as that which we keep out by destroying it. I am 
greatly concerned because certain countries have failed to coopera(, 
with other countries in attempting to do anything about the interns- 
tional traffic of narcotics, and some of those countries are, of cours: 
the ones that vou referred to, in Asia, as being “hot’’ countries. 

Mr. Kine. Mr. Johnson, to what extent have you found the crews 
of our ships participating in the smuggling in of narcotics? 

Mr. Jounson. The actual carriers employed, in my opinion, are 
more frequently crew members than other classes of persons. The 
next is women, of course. They usually try to get a woman passenger 
to bring something in, and they seem to have more places of concea!- 
ment in this clothing, and perhaps more skill in deceiving the inspev- 
tors. But that is not a common characteristic of seamen. It is stil! 
the definite minority, of course. 

Mr. Kine. You do apprehend them, on occasions, bringing in 
narcotics? 

Mr. Jonnson. Yes, sir. 

Mr. Kine. Who has the responsibility of supervising a ship's 
personnel when they leave the ship? 

Mr. Jounson. That is customs, sir. The customs mans the bord: 
And in a big case, of course, there may be internal connections, and 
the customs and narcotics will then cooperate immediately on the 
same case. 

Mr. Kine. What about the same problem obtaining with respect 
to crew members as you have described with respect to freight or 
manifests? You would have to about go over every crew member to 
be certain, and it would be a terrific task to be certain that any slip 
unloading is coming clean; and the only way you can be certain o! 
is to go though all of the baggage and all of the freight and all of the 
crew. 

Mr. Jounson. Yes. 

On thing I am rather familiar with is the vest with special compa: 
ments, each of which holds one five-tael tin of opium. In other cases 
they strap it around their waist. And a very common thing is to 
bring it ashore in a bag of laundry. These are all particular inciden'!s 
that have occurred. 

Mr. Jenkins. Mr. Chairman. 

In that connection, I remember an illustration of how effective 
the Immigration Service is—and your department cooperates wii!) 
inspectors. I remember an immigration inspector received quite a 
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favorable citation. He had specialized in Spanish and Spanish dia- 
lects, and in going through the line one day some entrant claimed he 
was from a certain Spanish province, but he did not have that dialect, 
and so that raised a suspicion. And before the immigration and 
customs got through with him, they found he did not come from that 
place, of course, and also found that he was a great violator of your 
laws. And by the time they fimshed with him, the immigration 
fellows and you fellows had discovered a very bad individual. 


SECTION 14. VALUE NOT TO BE BASED ON AMERICAN SELLING PRICE 


Mr. Reep. While Mr. Johnson is testifying, | want to clear up the 
record a little bit by a few questions. 

Yesterday, in answer to a question as to section 14 of this bill, 
which deals with American selling price, you stated that, in your 
opinion, this was one of the most important sections of the bill. 
You gave me as one of the reasons for abolishing the American selling 
price, that it was to place all merchandise in the same category and not 
have an arbitrary form of value for one class of merchandise. It was 
the policy of the Treasury, you said, to attempt to arrive at the actual 
value of the merchandise. 

Is this strictly accurate, since each of the forms of value in the 
existing law appraise the imported merchandise on the value of such 
or similar merchandise sold in the same market? 

Mr. Jounson. The value of such or similar merchandise, sir, is 
established by the statute as evidence of the value of the particular 
article that is imported, and that is used to get away from the purchase 
price, Which may or may not be the value as measured by prices for 
other articles of the same class. But the value determined is still the 
actual value of the imported article, as it is represented by sales of 
such or similar merchandise. 

So, L repeat, sir, my opinion that the value as determined under the 
export value, United States value, comparative value, and constructed 
value, in every case, would be the actual value of the article imported 
It is based on offers of such or similar merchandise. 

Mr. Reep. The American selling price has been in effect since 1922, 
I think you told me. 

Mr. Jounson. Yes, sir. 

Mr. Reep. Insofar as coal-tar chemicals are concerned. Ihave been 
in attendance all of the time that the witnesses from the Treasurys 
Department have been testifying here, and I have not vet heard an 
explanation as to the difficulty of administering this form of value that 
you intimate exists. 

Would vou give us in detail what these difficulties are? 

Mr. Jounson. There is no special! difficulty, except that there is the 
difficulty in having more than one system of valuation. Actually, 
if all values were on American selling price, that would be a simplitica- 
tion. so far as the administrative practice is concerned. But where 
vou have different systems of value for different classes of goods, to 
the extent that you multiply the systems, you multiply the difficulties ; 
and only to that extent is that true. 

| do not believe, and I hope I did not indicate, that there are special 
difficulties that are attributable to American selling price. 

Mr. Reep. I was wondering about that. 
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Mr. Jounson. No, sir. 

Mr. Reep. I think you also stated that the American selling price 
was the form of value which was used to cover up a rate of duty that 
would have to be expressed at 100 percent or more. Do you mean jo 
intimate that the existing rate of paragraph 27 or 28 resulted in the 
assessment of 100 percent or more? 

Mr. Jounson. In my opinion, that is true as to certain commodities 
Certainly not all of the rates under sections 27 and 28 have an ad 
valorem equivalent of more than 100 percent, but some of them 
undoubtedly do. 

I mentioned certain evidence in the Tariff Act which I have always 
taken to express the opinion of Congress that the American selling 
price would usually bring a substantially higher duty than any other 
value, and that is in section 336, which authorizes the rate of duty to 
be increased by 50 percent; or, if that is not enough, the rate can by, 
applied on the American selling price. That, I have taken to be an 
indication of an opinion of Congress that the American selling pric: 
would be substantially higher in result than any other basis of value. 

I may say that that is not always true. Much to my amazement 
I discovered a case of certain rubber footwear from Brazil, shortly 
after the war, where American selling price was lower than either 
foreign or export value; and I have heard that that case existed as to 
certain coal-tar products from Switzerland immediately after the war. 
But it was a very, very abnormal situation. I was assured of that 
But it has happened. 

Mr. Reep. Is it not a fact that at the present time there are coal-tar 
products being imported at a value of twice that of the American 
selling price? That is what vou are pointing out? 

Mr. Jounson. I doubt that that has continued to exist. 1 was told 
it was a very abnormal postwar situation. 

Mr. Reep. It was just following the war? 

Mr. Jounson. Just following the war, there were some importations 
of Swiss dyes that I heard about, where the American selling price was 
lower than either the foreign or export value; and in one particula 
case 1 knew of, of some rubber footwear from Brazil. It was jus* a 
little sample shipment. 

Mr. Reep. To your knowledge, do not many of the specific rates 
of duty now in the Tariff Act levy a duty which is more than 100 per- 
cent, if you convert it to ad valorem rates? 

Mr. Jounson. There may be some. 1 do not know which ones 
thev could be. 

Mr. Reep. Would you be good enough to give the committee the 
commodity that you had in mind when you testified that you knew of 
rates that resulted in assessment of 1,000 percent duty? 

Mr. Jounson. The particular case before the court where the duty 
was over 1,000 percent, I think it was parts of Spanish revolvers. 
The other one case that I knew about, I think was razor blades, that ts. 
straight razor blades. 

Mr. Reep. There were not a large number, then? 

Mr. Jounson. No. Those two cases went to court. 

I mentioned one duty of 8,036 percent ad valorem. The articles 
were certain very small screws for use in eyeglasses, where parts o! 
spectacles were dutiable at a specific rate, I have forgotten, but 1 will 
say 2 cents apiece plus 30 percent, or something of that sort’ and those 
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little tiny screws, which were especially designed for eyeglasses, sold 
for 50 cents a thousand, we will say. 

The fourth case | have in mind was a parson who used certain dis- 
pensable cigar holders, these things you use two or three times and 
throw away. But the cigar holders are dutiable, under the Tariff Act, 
at 5 cents each, and 60 percent ad valorem; and so, the parson had to 
give up his imported cigar holders. 
~ Mr. Reep. Do you know of any coal-tar product where the existing 
rate, based on American selling price, would result in an assessment of 
1,000 percent duty? 

Mr. Jounson. No, sir. 

I mentioned, in connection with coal-tar dyes, a possibility of going 
as high as 300 percent, but I was using purely my general information, 
because I know of no attempt to work out the equivalents, so far. 

Mr. Reep. American selling price applies to imported competitive 
articles, and could not the appraiser at New York at all times be in 
possession of the American selling price of the domestic-made com- 
petitive articles? 

Mr. Jounson. | think he gets it very easily, merely by telephoning 
the domestic manufacturers interested. 

Mr. Reep. He can cover the thing pretty thoroughly in making 
that investigation? 

Mr. Jounson. If there was any question, he would make a careful 
investigation, of course. I have never heard of any difficulty at all 
in furnishing information in that field. 

Mr. Reep. So that he could determine that price, the American 
selling price, in a matter of a few minutes, probably, in many cases; 
is that right? 

Mr. Jounson. Yes. His principal difficulty there is in determining 
whether there is a competitive product. He has to have more than 
selling price, and he has to know what stocks are on hand and when 
they were on hand and whether they are available, and the terms under 
which they are offered for sale, and quite a bit’ of trade information. 
It is not just a certain amount that he has to learn. 

Mr. Reep. These rates are converted to an equivalent based on 
export value, and how quickly could the appraiser ascertain the export 
value and what would be his method of procedure? 

Mr. Jounson. He would obtain the export value just as he does 
for any other product. His first reference would be to the invoice. 
That would be compared with his value records on previous importa- 
tions, if they exist. 

He also has, in many cases, the catalogs or the price lists of the 
foreign shipper, and perhaps of several other foreign shippers of 
similar goods. 

Now, those would be the first sources of information. And beyond 
that, vou have to go into more detailed information, and we have what 
we call a submission sheet, furnished by the importer, which is some- 
what of a questionnaire. Any information that he has as to value 
would be developed in that way. 

Then, of course, we maintain a very smallj staff abroad which makes 
foreign investigations for us, and other investigations are made 
through the consular service. 

Mr. Reep. You said yesterday that Canada has attempted to 
comply with section 7 of the act by abolishing arbitrary forms of 
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value. Does Canada permit an importer to appeal from the appraise 
value to the courts of Canada as we do here? 

Mr. Jounson. I understand in Canada the first appeal is to wha’ 
is known as the tariff board, which is an administrative body; and 
that from the tariff board, they can go to the courts. 

Mr. Reep. | am not familiar with it. 

Mr. Jonnson. I am not an expert myself, but I have discussed 
with the Canadian customs officers in chatting, and I understan 
that that is their procedure. I used to know the head of the tari/| 
board there. 

Mr. Reep. Do you know whether Canada has given up her systen 
of orders of council, quotas, and embargoes? 

Mr. Jounson. The last words I did not get. 

Mr. Reep. Has she given up here system of orders of counc! 
quotas, and embargoes? 

Mr. Jounson. Mr. Nichols suggests that that is a question that is 
more appropriate for the State Department, but I may say that wha: 
they have done on their quotas and embargoes, I do not know at all. 

Orders in Council are of many, many kinds, and some of them are 
operating as a system for reducing duties. They cannot increase 
them by Orders in Council. 

Mr. Reep. It is true, is it not, in England they have always 
resorted to Orders in Council to change whatever they wanted, and 
they did not go through any legislation as we do here? 

Mr. Jounson. That is not true. 

Mr. Reep. Have they changed their duties over there in any way? 

Mr. Jounson. They have a rather peculiar system in England that 
when a revenue bill is introduced in Parliament, the rates become 
immediately effective, subject to parliamentary ratification. 

Now, if the Parliament does not ratify the rates, I suppose thi 
theory would be that refunds would be due. That has always rathe: 
startled me, but that is their system, I have been told. 

Mr. Reep. In all of the tariff debates, I know, in the House 
throughout the vears, the question was often brought up that while 
we have to labor so, if we want to make a change to protect ou: 
market, they can operate along the lines that you suggest there, anc 
even in some instances by orders of council. Perhaps I am wrong 
on that particular point there. 

Mr. Jounson. There are revenue adjustments by Orders in Counc! 
in Canada, but I understand that the authority of the Council is 
limited to reductions in rates, and that they cannot increase an) 
But England does have this basic law, what they call their Provisiona! 
Duty Act, under which the rates are put in force as soon as the bil! 
is introduced by the Chancelor of the Exchequer. 

Mr. Resp. Mr. Mills read a letter from a company which expresse«! 
grave doubts as to the ability of the Tariff Commission, or any other 
agency of the Government, to convert American selling price to an 
ad valorem equivalent based on export value. Mr. Nichols also 
read a letter from the Tariff Commission, expressing some doubt as 
to its ability to make this calculation. 

You have had a long experience in the customs matters, and in 
fact, I have known you for a good many years; and can you give us 
a formula which could be followed by the Tariff Commission, anc 
which you think would accomplish this conversion accurately? 
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Mr. Jounson. Sir, I would not attempt to discuss that field at all. 
I do not think it would be fair, either to us or to the Tariff Commis- 
sion, to stick our necks out or say anything that might attempt to 
set a standard for them. I think that that is their field. 

Mr. Reep. I do not want to be unfair, and I am asking you because 
I know you are a great expert in all of these lines; and in fact, I have 
marveled at your testimony here, and it has been very interesting. 

Mr. Jounson. I may say if the job was handed to me, I would not 
hesitate to undertake it; but since it is not proposed for me, I do 
not think that I should attempt to set up any standards for anyone 
else. 

Mr. Reep. Thank you very much. 

The CuarkMan. We will reconvene tomorrow morning at 10 0’clock. 

(Whereupon, at 4:30 p. m., a recess was taken until 10 a. m., 
Thursday, August 9, 1951.) 
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THURSDAY, AUGUST 9, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEANS, 
Washington, D.C 
The committee met at 10 a.m., Hon. Robert L. Doughton (chair- 
man) presiding. 
The CHarrmMan. The committee will be in order. 
You may proceed, Mr. Nichols. 


STATEMENTS OF JOHN S. GRAHAM, PHILIP NICHOLS, JR., DAVID 
B. STRUBINGER, AND W. R. JOHNSON —Resumed 


SECTION 22. DELEGATION OF AUTHORITY 


Mr. Nicnous. Mr. Chairman, when we suspended vesterday we 
had completed the discussion of section 21 and T was ready to proceed 
with section 22, “Delegation of authority,” which is on page 38 of 
the bill and page 40 of the analysis. 

Since this bill was sent by the Secretary of the Treasury to the 
Congress with a request that it be introduced, Reorganization Plan 
No. 26 has gone into effect which confers on the Secretary of the 
Treasury the authority sought in this section. For that reason, we 
are of the opinion that this section has become surplusage in this bill, 
and we recommend that the committee delete it. We do not think 
this section is necessary in view of Reorganization Plan No. 26. So, 
if there is no question about that, I will pass on to section 23, the 
conversion of processing taxes to import taxes, and IT would like to 
ask Mr. Johnson to bandle the discussion of that section. 


SECTION 23. CONVERSION OF PROCESSING TAXES TO IMPORT TAXES 


Mr. Mason. Where is section 23 in the bill? 

Mr. JoHNsON. Section 23 is on page 38 of the bill and page 41 of the 
analvsis. 

This is a proposal to simplify the tariff structure which differs from 
other simplification proposals in the bill in that it will not reduce 
Customs’ work. There will be a slight increase In Customs’ work 
which would be offset by a reduction in work in the Bureau of Internal 
Revenue, because it is to transfer the function from the Bureau of 
Internal Revenue to the customs service—that is, in order to put into 
the tariff structure a tax which is essentially a customs duty because 
it applies only to imported merchandise. For that reason, it is in 
violation of practically all of our favored-nation commitments in 
treaties and various agreements. 
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Those commitments provide that imported articles shall have eq) 
national treatment after they pass the customs barrier, and 
discriminations between imported goods and national goods shou 
be reflected by customs duties. So this is simply a proposal to trans! 
this one tax, without any reduction in the amount or any change 
the incidence, from the internal revenue processing tax to a custo! 
import duty. 

Mr. Mason. That then would place it in conformity with 
reciprocal trade agreements? 

Mr. Jounson. And many treaties which have been ratified by +! 
Senate; ves, sir. 

Mr. Miuus. This change would make no difference in the treatme: 
of the tax under reciprocal trade agreements? There is authority 
negotiate a reduction in an import tax just as there is in a duty? 

Mr. Johnson. That is true. 

Mr. Miuus. And if this is converted as suggested in section 2), 
there is no change in the possibility of reduction; it will remain 
the same? 

Mr. Jounson. No, sir. I think there may be some confusion 
between this tax, which is a processing tax, and certain other taxes in 
the Internal Revenue Code, which are called import taxes. 

Mr. Miuus. I am referring to the import tax. You are talking 
about a processing tax? 

Mr. Jounson. Yes, sir. 

Mr. Minus. Well, it would make a material difference, then, to 
convert it from a processing tax to an import tax. 

Mr. Jounson. Insofar as the opportunity to reduce under trade 
agreements is concerned, ves, sir. But that is not the purpose of the 
Treasury Department. 

Mr. Mitus. I understand that. But at the present time the 
processing tax which is levied on oils imported from abroad and 
processed in the United States is not subject to negotiation under a 
reciprocal trade agreement. 

Mr. Jounson. That is true. 

Mr. Mitts. If it is converted, however, to the situation you have 
provided in section 23, it would be subject, then, to negotiation unde: 
a reciprocal trade agreement. 

Mr. Jounson. Yes, sir. If that is an objection to the proposal! 
of course, a very short provision could be added comparable to that 
which is now in the Internal Revenue Code with reference to the 
import tax on sugar—just a bare provision that it shall not be subject 
to a trade agreement reduction. 

Mr. Mutts. Do I understand you to say, Mr. Johnson, this pro- 
cessing tax which is provided for in section 2470 is contrary to the 
most-favored-nation policy? 

Mr. Jounson. Yes, sir. 

Mr. Miius. In what way? 

Mr. Jonnson. It applies only to foreign products and does not 
apply to domestic products. We do have coconut oil brought into 
the United States from some of our insular possessions whic h is not 
subject to the tax; so that there is discrimination between foreign 
merchandise and domestic merchandise after the foreign merchandise 
has passed the customs line. 
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Mr. Mitts. I do not see, though, how that is a basic change in the 
policy of the domestic processing tax, because that has been a law for 
many, many years and it is somewhat comparable to the treatment 
we afford Cuba under tariff rates which, as you know, is not the same. 
The general tariffs do not apply to Cuba. We have made special 
concessions to Cuba which they have had all along. So it does not 
appear to me we could make the change solely on the ground that 
this processing tax on imported items is contrary to the most-favored- 
nation policy. 

Mr. Jonnson. There are two reasons. You have stated one of 
them. The other one is that there is no question, I think, but that 
this is essentially an import tax, because it applies only to imported 
foreign merchandise. It differs quite distinctively from the Cuban 
preference in that the Cuban preference is handled where tariff 
preferences are properly applied, and that is at the customs line. The 
Cuban preference is part of the tariff laws. 

Mr. Mituis. You consider, however, that this processing tax is 
the same thing as an import tax? 

Mr. Jonnson. It is essentially an import tax, because it applies 
only to foreign products brought into the United States. 

Mr. Mutts. I find the same situation existing here that exists in 
connection with section 14. When you convert to the American 
selling price under the tariff, then the conversion becomes subject to 
negotiation under reciprocal trade agreements. It may be all right 
here, but we should do it with the fact impressed on our minds that 
it can result in a reduction, whereas under your processing tax at the 
moment and under the American selling price in section 14 no conces- 
sions can be made in either instance in negotiating reciprocal trade 
agreements. 

Mr. Mason. But it could not result in that if we had that protecting 
clause you suggested placed in there, that it would not be subject to 
negotiation of trade agreements. 

Mr. Jonunson. Yes, sir. 

Mr. Miius. Do not misunderstand me. I am not saying it should 
not be subject to negotiation, but the situation should be well recog- 
nized that without some protective clause it will be subject to negotia- 
tion. 

Mr. Jonnson. May I observe that there have been reductions 
under the Reciprocal Trade Agreements Act on American selling 
price rates of duty. 

Mr. Mitis. Reductions of rates of duty but not of the American 
selling price. 

Mr. Jonnson. No. There is no reduction in the basis of value 
authorized in the trade-agreements program. Secondly, we are not 
proposing this prohibition against the application of the reciprocal- 
trade-agreements plan. If vou consider that, | think [ might suggest 
that the State Department might like to be heard. 

Mr. Miuus. I would want to hear them on it. 

Mr. Jonnson. But there is a precedent for it, as I mentioned, in the 
sugar tax, 

Mr. Miius. Permit me to refresh my own recollection on this tax 
on imported oils There are two taxes, | understand, in the existing 
law on imported oils. Will you describe the existing situation from 
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the viewpoint of the tax on imported oils? The processing tax js 
one, and you have an import tax on those, too; do you not? 

Mr. Jounson. There is a regular customs duty imposed int) 
Tariff Act of 1930 on coconut oil under paragraph 54. 

Mr. Mitus. That has been reduced by agreement; has it not? 

Mr. Jounson. That, according to my recollection, has been 
reduced. 

Mr. Mixus. That is my recollection. It was reduced from 2 cents 
to 1 cent? 

Mr. Jounson. Yes, sir. 

Mr. Mitis. Now, certain coconut oils and palm oils, and others, 
I have forgotten all of the oils, but some of them come in from some 
of our possessions exempt from this tax of 1 cent, even, at the present 
time. ° 

Mr. Jounson. That is true. 

Mr. Mitus. And it has also been suggested to the committee that 
we provide for the importation from some of our trust islands free of 
this duty of l cent. Now, this processing tax is 4 cents; is it not? 

Mr. Jounson. Three cents. 

Mr. Mius. So, together, you have an effective duty of 4 cents? 

Mr. Jounson. Yes, sir. 

Mr. Miuus. If we convert over to the 3-cent processing tax, then 
the duty or impori tax that they have of 4 cents could be reduced 
further by negotiation of a reciprocal trade agreement? 

Mr. Jounson. Unless a specific provision is added to our bill to 
preclude that. 

Mr. Mixtus. That is not the basic reason, is it? You say it is not 
the basic reason for suggesting section 23. 

Mr. Jounson. That is not the basic reason so far as the Treasury 
Department has any information. 

Mr. Muitus. Just tell me again, for the purpose of bringing it out 
at this point in the record, the Treasury’s reason for suggesting this 
change. 

Mr. Jounson. The Treasury has two reasons: first, to put in the 
tariff structure what is essentially an import tax and, secondly, to 
eliminate an existing violation of the most-favored-nation com- 
mitments. 

Mr. Mixtus. The Treasury is not particularly interested in that 
I assume. 

Mr. Jounson. Only insofar as we are part of the over-all admin- 
istration; only to that extent. 

Mr. Mixus. But that would be primarily a consideration of the 
State Department. 

Mr. Jounson. Yes, sir. 


SECTION 14. VALUE NOT TO BE BASED ON AMERICAN SELLING PRIC! 


Mr. Simpson. A couple of days ago when we were talking abo 
substituting for the American selling price this method by which 
equivalent protection would be provided under section 14, L was no 
clear and I am not sure whether the bill is clear as to whether section |4 
sets up a definite and certain way by which this equivalent protection 
would be provided. I got the impression that would be a difficul! 
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job; that is to say it would be hard to find out what equivalent pro- 
tection was, what the figure was. Is that true or not? 

Mr. Jonnson. The bill sets up a definite procedure as to who shall 
come under the duties, how they shall be substituted, and to continue 
the existing law until there is an effective substitution. It does not 
specify the formula for obtaining equivalents. That is left entirely 
to the Tariff Commission, which is expert in that field. 

Mr. Simpson. Is there any certainty that a formula can be worked 
out which will give equivalent protection and will apply as a formula 
to all items, or do you anticipate a lot of different formulas? 

Mr. Jounson. | think the formula would be just as certain as that 
which Congress has prescribed in section 336 in both the acts of 1922 
and 1930, where the Tariff Commission has been directed to compute 
the rates of duty equal to differences in cost of production. Here we 
have an even more certain standard. 

Mr. Simpson. | further understood that the probable reason back 
of this was to comply with the GATT agreements wherein we set forth 
one standard of valuation for customs purposes which would be based 
on the selling price of competing merchandise as compared with that 
of domestic articles. 

Mr. Jounson. That is the primary purpose of section 14. 

Mr. Simpson. Certainly the ascertainment of the American selling 
price is a simple thing to do: is it not —the present method of learning 
what the American selling price is? 

Mr. Jounson. The ascertainment of the American selling price is 
relatively simple. Whether it should be applied is the difficulty, as 
in the case of other bases of valuation. 

Mr. Simpson. That was not my question. My question was to 
determine that the American selling price is not a difficult job. 

Mr. Jounson. Quite correct. 

Mr. Simpson. In other words, to find out what the equivalent 
protection is apparently involves a great deal of figuring and possibly 
a formula for each different item, and I am going to ask would it not 
be highly complicated as compared with the American selling price 
ascertainment. The question is how in the world can you call this a 
simplification bill when vou substitute for a simple method a highly 
complicated and uncertain method and, in fact, a formula which you 
admit vourself cannot take effect and won't take effect until it is 
determined by the Tariff Commission and, in the meantime, the 
American selling price formula will continue. Where is that a 
simplification? 

Mr. Jounson. The simplification proposed is for the customs 
service. The customs service will not determine these equivalent 
rates of duty; that will be done by the Tariff Commission. Once they 
are determined, the simplification for the customs service is that they 
will have one basis of evaluation. ; 

Mr. Simpson. Who determines the American selling price? 

Mr. Jounson. The customs appraisement officers 

Mr. Simpson. Is it your opinion, then, that the customs appraising 
officers will have less to do because the Tariff Commission will find out 
this equivalent protection figure and the customs officer will no longer 
have to determine the American selling price? In other words, is 
your idea of simplification to take the burden off customs and put it 
on the Tariff Commission? 
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Mr. Jounson. If I follow you correctly, there will be only one de 
termination of equivalent rates. That will not be done continuousl\ 
as is the problem in determining the American selling price. Tl 
American selling price has to be determined whenever an article js 
imported—each time. Now, the simplification for customs is tha 
we will not be relieved of all work on these goods, but we will app! 
to these goods the same technique we apply to any other goods. 

Mr. Simpson. When conditions change in the country of origi: 
and for one reason or another prices p athe won't that involve 
recalculation? 

Mr. Jounson. No, sir. 

Mr. Simpson. Why not? 

Mr. Jounson. The rate would be fixed as of the time of the com 
putation. That is when the equivalents are to be determined. 

Mr. Simpson. Under the present method, when the American 
selling price changes, that has the effect of changing the calculation; 
has it not? 

Mr. Jounson. It has the effect of changing the ultimate amoun' 
of the calculation. You still apply the 40-percent rate to the American 
selling price. 

Mr. Simpson, Then this equivalent protection envisages the for- 
mation of a rate by the Tariff Commission? 

Mr. Jounson. Yes, sir. 

Mr. Simpson. Of an actual rate? 

Mr. Jounson. Yes, sir—so many percent ad valorem. 

Mr. Simpson. Which will apply thereafter to items of that type? 

Mr. Jounson. May I amend my statement somewhat? They 
will determine two rates, and two rates would be set up for a coal-tar 
product, one to apply if it is competitive and the other to apply if it is 
noncompetitive, just as now the American selling price applies if it is 
competitive and the United States value applies if it is non-competi- 
tive. So that in order to achieve reasonable equivalence, there would 
have to be two rates, and that is contemplated. 

Mr. Houimes. And that is the system now? 

Mr. Jounson. The system now is to apply either the American 
selling price or the United States value. 

Mr. Hotmes. Depending on whether or not they are competitive? 

Mr. Jounson. Yes, sir. 

Mr. Simpson. Now, will American manufacturers, to whom Con- 
gress intends to give protection, obviously, have as much protection 
and as certain protection under this method as they have today? 

Mr. Jounson. It is my opinion they will. 

Mr. Simpson. You say that because of the fact if they do not get 
equivalent protection under this bill they ean fall back on the American 
selling price? Is that optional to industry? 

Mr. Jounson. No, sir. The American selling price would con- 
tinue only until the new rates had been determined and made effectiv: 

Mr. Simpson. And who will determine whether they do give equi 
alent protection—whether the new rates give equivalent protection’ 

Mr. Jounson. The Tariff Commission has stated in its reports 
that all of the rates would be fixed after public hearings in which al! 
interested parties would have an opportunity to be heard and mak: 
full representations. 
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Mr. Simpson. Well, this committee knows a lot about public hear- 
ings. They go in and complain, but that does not satisfy the American 
businessman who today has built up his business under the American 
selling price method. He knows what he has today. My question 
is one to which I think the committee ought to have a pretty certain 
reply. That is, under the present procedure he now is satisfied. 
He has his business established, and it is a business which Congress 
has encouraged and protected. Will he have under this simplification 
bill a certamty that he will have equivalent protection? To that 
you reply he can go before the people on the Tariff Commission and 
complain of the kind of protection he has and that he would be given 
the equivalent of the American selling price? 

Mr. Jounson. I certainly could not express any doubt that he 
would. The Tariff Commission is essentially an agency of Congress. 

Mr. Simpson. I agree with that. I do not want to give up some- 
thing which American industry has today which in this special field 
is deemed important by Congress. I do not want under a simplifica- 
tion to create a situation where that industry, which is struggling and 
has been complaining, may find a tariff set by the Tariff Commission 
which that Commission says is equivalent to the American selling 
price but which industry may say is not and, as a matter of fact, may 
not be. Will this give industry real equivalent protection? 

Mr. Houmes. Is not that the practice which has existed and 
used today? 

Mr. Jounson. There are comparable practices, but there is no 
practice of establishing an equivalent rate of duty today. 

Mr. Hovmes. I understand that; but in the comparable practices, 
why cannot this comparable practice be transferred in establishing 
the equivalent procedure? 

Mr. Jounson. That is what we propose to do. 

Mr. Hotmes. That is my understanding. 

Mr. Jounson. To me this question really boils down to the question 
of confidence in the integrity and competence of the Tariff Commis- 
sion, and I think my reply must be that I have full confidence in their 
competence and in their integrity. 

Mr. Simpson. But as to an American industry, which says that 
so-called equivalent protection provided by the Tariff Commission is 
not equivalent to the American selling price formula, the matter of 
confidence won't satisfy that industry and won't protect the country 
that needs the products of that industry. 

The American selling price, you told me earlier, is relatively easy 
to determine. I believe you told me that earlier. 

Mr. Jounson. Yes, sir. 

Mr. Simpson. And it does give the protection that industry needs, 
and we have this uncertainty about the equivalent protection, and 
apparently there is no way to prove it on the part of industry or at 
least to change the opinion of the Tariff Commission ence made, and 
| just cannot see the purpose of changing it, except if you are willing 
to say we are doing it to get along with GATT, which I am inclined to 
think is the real reason for this. 

Mr. Jounson. It seems to me the answer to your doubt would be 
in drafting an express provision here for a judicial review of these 
rates. 

Mr. Srmpson. Is it there? 

87474—51--_14 
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Mr. Jounson. There is certainly no objection to putting it in. 

Mr. Simpson. But it is not there now. I will let it rest at that unii| 
we have a chance to talk to the State Department. I think that is a 
good suggestion as one means of curing it—having a judicial review 


ANALYSIS OF LEGISLATIVE PROPOSALS CONTAINED IN H. R. 1535 


Mr. Curtis. Various members of the committee have asked for 
quite a little material, and if the material | shall ask for has alread, 
been requested, I, of course, do not want to duplicate it. I cannot 
remember offhand whether it has been requested or not. 

Has a list been made setting up the sections in this bill that conform 
to some provision of GATT? 

Mr. Nicuots. I do not know whether I agreed to supply that infor- 
mation; but, if we have not, we will. 

Mr. Curtis. In other words, I would like to have the sections listed 
numerically and, if they have any relation to GATT, say so. 

Mr. Nicuous. That will be done. 

Mr. Curtis. If they do not, say so, and in case they have relation 
to GATT, explain what it is. 

Mr. Nicnous. May I say, not as a reason for not supplying the lis 
that the information is already available in the analysis. 

Mr. Curtis. | understand, but | would like to have it broken down 
so that we can turn to that, so that if in our executive sessions we ar 
talking about certain sections, we have a place readily to refer to, to 
see whether or not there is anything in there that has relation to this 
general agreement on GATT. 

Mr. Nicnous. We will be glad to supply that information. 

Mr. Jounson. The other day vou asked for a list of seetions which 
were based on the MeKinsey report. Would there be any objectio: 
to combining those lists? 

Mr. Curtis. Not at all. But in reference to GATT, I would lik: 
a brief statement in each instance explaining it. 

Then, in that connection, | would also like to know—and it can be 
combined in the same table—-any section in here that has a corre- 
sponding feature in ITO. Even though ITO has not been ratified 
yet, it is a matter before the Congress. 

Mr. Nicnous. Mav I say as to that that the broad answer as to 
GATT will also apply to ['TO, because | believe that each section or 
article in GATT that has any connection with this bill has a corre 
sponding section in the ITO charter. 

Mr. Curtis. If vou will, show that. And then, if vou find some- 
thing that has relation to an ITO provision not in GATT, of cours: 
we will have that, too. 

Mr. Nrenous. | do not think there are any of those. 

(The information requested appears at pp. 79, 80, 81.) 


SECTION 138. VALUE 


Mr. Reep. I want to ask Mr. Graham some questions. 

Mr. Graham, we received a carefully detailed statement in the form 
of an analysis of the bill, a long statement by you on the processing 
of an entry of merchandise through the customs maze and, in addi 
tion, more than 2 days of testimony by you and your assistants |0 
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show us that this bill is directed to the simplification of customs pro- 
cedure. Your assistants have admitted that sections 13 and 14 are 
regarded by them as the most important sections in the bill. Do 
they not radically change the whole system of valuation of merchandise 
for customs purposes? 

Mr. Granam. As I recall the statement of Mr. Johnson or Mr. 
Nichols, I think it was that section 17 was more important than see- 
tion 14. That is the one dealing with the undervaluation duties. 

Mr. Nicnous. That is what we intended to say. If we did not 
sav that, | would like to correct it now. 

Mr. Reep. I am not sure. [| just wanted to be sure. Is not this 
a change in the basis of existing duty on imported merchandise? 

Mr. Grauam. | think someone addressed a similar question to Mr. 
Johnson on that, and I believe the magic word which was used was 
whether it was a radical change. 

Mr. Reep. That is right. I will say a “radical change.”’ 

Mr. Granam. And it was Mr. Johnson's opinion, in which all of 
us concur, that that is not correct. We do not regard this as a radical 
change. It may be we are arguing semantics here about the use of 
words. We are hoping to point out that there is a substantial change 
in the method of valuation by eliminating foreign value and using the 
preferred method of export value. 

Mr. Reep. | believe it was also brought out—I believe I referred 
to it—that for nearly 100 vears our rates of duty have been based on 
fair value or foreign value as one of the forms to be considered. This 
bill abolishes this form of value. When the Tariff Act of 1930 was 
written, this form of value was the one used in determining the proper 
rate to be applied to the articles enumerated in the tariff schedules 
Is it true you are now proposing to abolish it? 

Mr. Grauam. Lamafraid, Mr. Reed, I have missed the innuendo in 
there; but Mr. Johnson, I believe, reviewed the legislative history of 
the Tariff Act. While I do not want to duck on the question vou 
ask me, I want to give you the correct answer, and since that ques- 
tion seems to refer somewhat to the legislative history of the Tariff 
Act of 1930, perhaps Mr. Johnson would have some recollection, and 
| think he has demonstrated to you his remarkable memory. 

Mr. Reep. He certainly has. 

Mr. Granam. Perhaps he could address himself to that particular 
point. 

Mr. Reep. I would be glad to have Mr. Johnson answer it. 

Mr. Jounson. The rates of duty in the Tariff Act of 1930 generally 
were computed on the basis of foreign value, just as vou stated. 
That fact is not particularly relevant to our proposal, in my opinion, 
because I am of the opinion, as | expressed in the past 2 days, that 
in about 85 percent of the importations there is no difference between 
foreign and export value. That is a percentage | cannot prove 
because, as I stated, the appraisers do not make records of the basis 
of appraisement, and it comes out as a matter of record only in the 
cases that are litigated. There are relatively few cases, but that is 
my general information. 

Mr. Reep. Do vou consider this in effect as a revision of the Tariff 
Act? 

Mr. Jounson. In the sense of revising the level of tariff protection, 
if the question is, Would it be an effective revision?, my answer ts 
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definitely ““No.” I do not consider this a change in the effectiy, 
level of the tariff rates. 

Mr. Reep. So your answer is you consider this is not a revision © 
the Tariff Act? 

Mr. Jounson. It is not a revision of the level of duties in the Tarit! 
Act, in my opinion. Let me say that there would be some chang, 
where a foreign value, which is higher than an export value, would |) 
disregarded—and there have been some higher foreign values withou 

uestion—there would be a lower amount of duty collected. But | 
doubt if that would come anywhere near averaging | percent. A. 
we have stated several times, there would be some slight changes i: 
the amounts of duty, but we believe they would be relatively insignifi 
cant. And there would be some reductions in the amounts of duty i: 
these cases where we calculate the cost of production. There ar 
relatively few of those cases where cost of production applies, bu: 
putting in absolute profit and absolute overhead instead of minimum 
mark-up might result sometimes in a slightly lower rate of duty 
The fact that each one is 10 percent shows that the over-all result on 
the amount of duty could not possibly be very large. There would 
possibly be some larger ones in calculating United States value, whic! 
again would be used with relative infrequency. But if the full profi: 
is allowed on some specialty merchandise, a different and lower valu 
would result. 

But we have drafted these definitions of alternative values as 
carefully as we could to get the nearest equivalent to export value 
in every case, and we believe we have rather effectively worked the 
thing out so that there would not be the present advantage in shifting 
from one basis of value to another. 

Mr. Reepv. When you substitute another form of value for the on 
in existence to be applied to rates now set in the Tariff Act, are you 
not changing the amount of duty that will be collected under these 
rates? 

Mr. Jounson. To the extent I have just said, that is true. 

Mr. Reep. But to no further extent? 

Mr. Jounson. To no further extent. The over-all result, as wi 
have said repeatedly, we feel confident would be very slight. 

Mr. Resp. Do you feel that under the changes you are making in 
this act there will be any loss or gain in revenues to the Government 
from customs duty? 

Mr. Jounson. The over-all result of the value provisions, I think 
will be very slightly on the minus side—a slight lowering. Whethe: 
that would amount to $50,000 or $60,000 on a total collection of $600 
million, I just could not give you an estimate that mathematical. 


SECTION 2. REQUIREMENT OF INJURY IN DUMPING AND COUNTERVAILING 
DUTY CASES 


Mr. Reep. I asked you the other day to supply the committe: 
with the number of dumping applications that have been filed since 
1930. If you have that information, will vou read it into the record 
giving us the date of each application and whether or not a dumping 
order was issued and the date of that order? 

Mr. Jounson. As I stated in reply to that request, it would be 
practically impossible in the course of this hearing to state how man. 
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dumping investigations. have been made since 1930. We have pre- 
pared a list of the findings on dumping, and the total is 23. My 
estimate was 20. We have also prepared a list of the formal published 
findings of no dumping. I have not counted that, but it does not 
cover all of the cases, because many dumping investigations have been 
closed without any published findings. Within the limits I have 
indicated we will have to add the dates of these findings. That will 
be very easily done, because I have the Treasury decision numbers 
already listed. 

Mr. Reep. | want to return to the question on section 2. Under 
section 2 of this bill you propose to insert the word ‘material’ before 
the word “‘injury.”’ One of your assistants explained that this did 
not change the law, since no dumping order would be issued where the 
importation did not result in a material injury to a domestic industry. 
As I read the existing law which I have before me, it directs that a 
finding of dumping shall be made if the Secretary of the Treasury 
finds that the importation will injure an industry or prevent an 
industry from being established. Is not the requirement of a ‘‘ma- 
terial’ injury a change in the existing law that could result in materi- 
ally changing the administration of this provision? 

Mr. Jounson. In my opinion, there would be no change whatsoever. 
If | might state my personal view here, this proposal was somewhat 
unnecessary in the bill; but, having been introduced and having been 
presented to the Congress, I am very hopeful it will be approved as a 
congressional ratification of the administration of the Dumping Act 
since 1921. 

Mr. Reev. Who proposed this change? 

Mr. Jonnson. This is one of the changes that were originally 
proposed to make the Dumping Act conform with the letter of the 
General Agreement on Tariffs and Trade—not to make our practices 
conform to that, but to make the letter of the law conform. 

Now, there is combined with this a definite change in the counter- 
vailing duty law which we are proposing to set up on the same system 
as the dumping law. That was just written “material” injury, and 
we did not want any difference in the dumping law and the counter- 
vailing law because of the old rule of interpretation that a difference 
in language means a difference in intent. That is without any rela- 
tionship to GATT whatsoever. 

Now that it has been proposed and you have had our very definite 
assurance that this is exactly the way the law has been administered 
since 1921, I would ask very urgently that it not be deleted because 
of the possible implication that it would be some disapproval of our 
practice since 1921. And you have our assurance that no new 
practice whatsoever is contemplated by this language. 

Mr. Reep. Did this recommendation of change come from the 
State Department; did the suggestion of putting in the word ‘‘mate- 
nal’ come from the State Department? 

Mr. Jounson. No, sir. Mr. Nichols tells me he has heard no such 
recommendation. Is that correct? 

Mr. Nicnous. That is correct. That provision was drafted in the 
Treasury Department, and the language you refer to originated in the 
Treasury Department. 

Mr. Reep. The State Department made no suggestion about 
changing the act? 
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Mr. Nicuots. No, sir. The State Department was acquainted 
with this proposal and agreed with it after it was drafted. 

Mr. Reep. If you have been requiring a showing of materia! 
injury before you issue a dumping pS have you not failed to appl) 
the law as written by Congress, since I do not find any requirement ii) 
the present law that the injury must be material? 

Mr. Nicenous. I think it is fair to say that immaterial injury i: 
something that is rather hard to define. There is an old maxim of 
law de minimis non curat lex, and I think the successive Commis 
sioners of Customs since 1921 have probably had that maxim in mind 
in disregarding immaterial injury. 

Mr. Reep. Does this change, putting in the word “material” 
interfere in any way, so far as you can see, in the establishment of new 
industries? 

Mr. Nicuous. It. makes no change whatever in respect to new 
industries. 

Mr. Jounson. I might have a slightly different opinion to the extent 
that if there is a change—I would not say there is, but if there is 


‘ 


it adds protection, because it changes it to require a dumping order if 


the establishment of a new industry would be “materially retarded,” 
which broadens the area of protection if it changes it at all. 

Mr. Resp. Whenever there is a broadening of protection, I am 
for it. 

Mr. Jounson. I thought that would be welcome news to you. 


SECTION 14. VALUE NOT TO BE BASED ON AMERICAN SELLING PRICE 


Mr. Reep. It was developed here yesterday through one of your 
assistants that the abolishment of the American selling price previousl) 
in existing law was prompted by GATT. Do you recall that? 

Mr. Granam. I think that is substantially similar to the question 
Mr. Mills asked, and I referred to the next to the last paragraph of my 
prepared statement on page 9. For your convenience, if 1 may rerea: 
it, | will do so. 

Mr. Reep. I would like to have you do that. 

Mr. Granam. I stated: 

I have already mentioned that our draft bill includes certain provisions pri 
marily for the purpose of bringing customs procedures into line with the inter 
national rules of fair practice as set forth in the general agreement on tariffs and 
trade. This agreement sets forth as one standard that valuations for customs 
purposes shall not be based on the selling price of competing merchandise of 
domestic origin. However, this country reserved the right to substitute increased 
rates of duty wherever giving up this method of valuation might result in reducing 
the effective level of protection. 

That is the language of the next to the last paragraph on page 9. 

Mr. Reep. Thank you very much. 

Now, GATT is an agreement entered into by the State Department 
without the confirmation of Congress; is it not? 

Mr. Grasam. That is my understanding. 

Mr. Reep. It does not have the dignity of a treaty entered into 
under our Constitution “with the advice and consent of the Senate 
does it? 

Mr. Granam. I believe it does not have the dignity of some trac: 
treaties which have been ratified by the Senate. 
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Mr. Reep. In your opinion, does it bind Congress to adopt legisla- 
tion to put it into effect? 

Mr. Granam. It is my understanding that the general agreement on 
tariffs and trade was adopted provisionally, and Tam told. “provision- 
ally” means there is no mandatory requirement on the Congress to 
change the existing law. 

Mr. Reep. Thank you very much. 

The CuarrMaNn. Proceed, Mr. Nichols. 


SECTION 24. REPEAL OF DISCRIMINATION AGAINST IMPORTS IN CERTAIN 
INTERNAL-REVENUE TAXES 


Mr. Nicnous. We were discussing section 23. If there are no fur- 
ther questions, we will go to section 24, and I would like to have Mr. 
Ray Sherfy sit alongside of me while we are discussing that. 

The Cuarrman. Give his name and address and the capacity in 
which he is appearing for the benefit of the record. 

Mr. Nicnous. Mr. Ray Sherfy is the assistant tax legislative coun- 
sel of the Treasury Department. Mr. Sherfy is not going to explain 
the section—I was planning to do that myse f—but Mr. She ‘rfy is here 
to help me with questions in the same way that the people of the 
Customs Bureau have done. 

Section 24 of the bill is found on page 43 of the bill and page 43 of the 
analysis. The first three subsections of section 24 have to do with 
provisions to equalize certain taxes on imported oleomargarine, adul- 
terated butter, and filled cheese. The purpose of those three subsec- 
tions is to make all taxes on these articles, when they are imported, equal 
and uniform with the taxes on domestic articles, thus bringing the law 
into conformity with the rules of international fair practice which are 
contained in the General Agreement on Tariffs and Trade. These are 
among the provisions that Mr. Graham had in mind in the statement 
he just read. 

The articles are all subject to duties which are not affected by this 
change, and it is our judgment that these three subsections will have 
no appreciable effect on the revenue and that, as a matter of fact, the 
three subsections are practically obsolete for practical purposes. 

The fourth subsection is the one that has to do with the method of 
assessing taxes and duties on distilled spirits. Under the existing law, 
distilled spirits are subject to tax at the rate of $9 a gallon on the proof 
gallon if they are imported or withdrawn from the distillery at or above 
proof. Proof, I understand, in that context means 50 percent or more 
alcohol. 

Mr. Reep. Pardon me. Are you reading now from page 43 of your 
analysis? 

Mr. Nicnous. Yes. I was trying to move rather fast, and I had 
gotten over the first three subsections and was on subsection (d) of 
the bill, which is on page 44 of the analysis about half way down. 

Mr. Reep. You are dealing with section 24? 

Mr. Nicuous. Yes, sir. 

Mr. Resp. And you are down to distilled spirits? 

Mr. Nicnous. That is right. If the distilled spirits are withdrawn 
from the distillery or imported below proof—that is, below 50 percent 
alcohol—the tax is on the wine-gallon basis, which is the over-all 
volume. 
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With respect to domestic spirits, the distiller very naturally wi 
draws his spirits at or above proof and pays the tax on that basis, » 
if he wishes to market the spirits, as he sometimes does, with 
additional water content, he adds the water after the tax is determine 

Mr. Reep. Right there, I want to get all the information I ean fron 
you on that. What is the situation with respect to Scotch whis\) 
Do I understand that comes in at 86 percent proof? 

Mr. Nicnous. Scotch whisky and many other spirits are impor' 
normally at approximately 86 or 87 percent proof. 

Mr. Reep. What is the lowest proof? 

Mr. Nicnots. It cannot come in below 80 proof. Eighty is 
minimum. The normal and usual practice is to bring it in at appro) 
mately 86 or 87 percent. That means that the tax and duty 
assessed on the wine-gallon basis, which produces the result that (!) 
importer who imports, below proof pays a tax and duty on the wa 
content. The purpose of our amendment is simply to equalize tlie 
practical treatment of the importer and the domestic producer |) 
providing that the tax shall be on the proof gallon, which is the alco- 
holic content, in all cases of imported and domestic whisky alike. The 
practical effect on revenue so far as domestic whisky is concern: 
would not be worth mentioning, because it is withdrawn at or above 
proof in practically all cases now. The practical effect on the revenue 
so far as imported whisky and other spirits are concerned is something 
that has been the subject of several calculations which are all more or 
less approximate, but I have here a figure which shows that the tariff 
revenues on the basis of the present rates would be reduced by 2.3 
million and the revenues from the excise tax would be reduced 
13.5 million. 

As against that it was believed also an equalization with respect to 
the rectification tax——the rectification tax is 30 cents a proof gallon 
should be made applicable to imported spirits, to which it does not 
apply, and nearly all imported spirits are rectified as the term is de- 
fined under our law. The gain in revenue from applying a tax equal 
to the rectification tax to imported rectified spirits would be approxi- 
mately $3.6 million according to the calculation I have here. Under 
the revenue bill which the House has passed the tax on spitirs has as 
been increased and, if that bill should become law first, the loss 
revenue from H. R. 1535 would be slightly greater. As a rough cal- 
culation, I have the figure of $15,750,000 as against $13,500,000 under 
the present law. That is, by increasing the rate to be applied to the 
same basis, it would follow that provision would cause that additiona! 
revenue loss which I mentioned. 

Norte.—The foregoing figures were prepared at approximately the time | 
the bill was introduced. More recent figures prepared to supply the informa: 
requested by Mr. Jenkins at page 40 of the transcript, show that the foreg 
figures should all be increased somewhat. According to the latest revised « 
mates, if we assume annual imports of 17.3 million tax gallons of distilled spiri'- 
which is estimated to be equal to 15.0 million proof gallons, the change from 
wine-gallon to the proof-gallon basis with respect to spirits below proof wu! 
section 24 (d) would reduce tariff revenues by $2.6 million and revenues from ' 
excise tax of $9 a gallon on imported distilled spirits by $17.2 million. Bui 
H. R. 1535 became law after H. R. 4473, which increases the excise rate o: 
tilled spirits to $10.50, the reduction in tax revenues would be $20.1 mi 
However, it is estimated that if a tax equal to the rectification tax of 30 cents |» 


or, 


proof gallon is imposed on imported rectified spirits, as proposed in section 2 
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of the bill, there would be an offsetting increase of $4.6 million. Thus the net 
annual loss of revenue would be $15.6 million under the $9 rate, and $18.1 million 
under the $10.50 rate. 

Mr. Simpson. Is this a part of simplification or equalization? 

Mr. Nicuots. This constitutes equalization, I would say. It is a 
simplification in the same sense that the section 14 provisions are a 
simplification, in that it results in a uniform basis. 

Mr. Stmepson. Who are we equalizing—the foreigner or the Ameri- 
can? Who gets the benefit of this? 

Mr. Nicuovs. We are equalizing it for the foreigner by providing 
that there shall be no barriers to import except the tariff duty and 
tax which are prescribed by law. That is, we won't have an additional 
concealed tariff resulting from the method of ascertaining the base. 

Mr. Smupson. Is this a Treasury or State Department proposal? 

Mr. Nicuous. This is a Treasury Department proposal. It is our 
opinion that this provision in our existing law would be under sus- 
picion in connection with GATT. And I use the words ‘under 
suspicion” carefully and advisedly. There are differences of opinion 
as to whether it is contrary to GATT. 

Mr. Simpson. Some of us on this committee have been trying—I 
know my friend Mr. Mason has been trying—to equalize some taxes 
of our Government for Americans, but the Treasury did not exactly 
recommend doing that. But now here they are recommending it for 
the benefit of these foreign manufacturers. I do not quite get the 
Treasury's angle. Why do not we equalize our own first? 

Mr. Nicuous. Well, we do have to take over the cause of equaliza- 
tion once in a while, and we think this is a basis which actually in- 
volves a concealed additional tax on imports and that you have a 
situation involved that is not quite equivalent on the purely domestic 
side. 

Mr. Simpson. But it is going to cost us about $15 million. 

Mr. Nicnous. | think you are using the gross figure there. 

Mr. Simpson. | am using the one you gave me. 

Mr. Nicuous. I gave you that figure, but I also gave you some 
added revenue from the rectification tax. 

Mr. Simpson. It involves a new tax law; you want to put on a 
new tax, then? 

Mr. Nicnoits. We are equalizing the rectification tax by making 
it apply to imported spirits. 

Mr. Simpson. Is not that a request for a new tax to be levied? 

Mr. Nicwouis. That is a request for a new tax on imported spirits 
which are rectified. 

Mr. Simpson. We could do that now, keeping the law as it is today, 
and also put on a rectifying tax and pick up $3.5 million. I mean we 
do not have to do any equalizing in order to produce that rectifying 
tax, 

Mr. Nicuous. That would be a possibility, if the committee re- 
ported such a measure; yes, sir. 

Mr. Kean. Do I understand this wine gallon proposition includes 
both the duty and the $9 internal revenue tax? 

Mr. Nicnots. That is correct. That is both the tariff law and the 
internal revenue law have substantially the same provisions in regard 
to the use of the wine gallon in respect to liquor below proof. 
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Mr. Kean. I can see some fairness to that second point, although 
I would rather agree with Mr. Simpson that this is not a simplification 
question but a method of reducing the tariff. 

Mr. Nicos. | do not want to make any statement in regard to 
that except | understand the amendments would have no bearing on 
the administrative task of the Aleohol Tax Unit if this provision were 
adopted. The advice we have had from them is that there would be 
just the same administrative difficulty that they have now. 

Mr. Simpson. That is why I wondered whether this originated in 
Treasury or the State Department. 

Mr. Nicnous. The provision did originate with Treasury, having 
in mind the provision of GATT in accordance with the poliey Mr. 
Graham stated in his statement. 

Mr. Simpson. Was there a conference with the State Department 
on this particular issue? 

Mr. Nienous. This entire bill, from the beginning to the end, was 
discussed with all agencies of the Government, including the State 
Department, that had any interest in it. 

Mr. Simpson. Then the answer is ‘“‘Yes’’? 

Mr. Nicunous. The answer, I am afraid, going a long way about, 
is “Yes.” 

SECTION —. VERIFICATION OF DOCUMENTS 


Now, we have another section | am going to have to present before 
I complete my testimony. That is the section that 1s included in 
the supplement to our analysis with respect to the verification of 
documents. We propose to eliminate the requirement that customs 
entries and many other customs documents be sworn to before a 
notary. MeKinsey & Co. recommended that some simplification 
could be achieved for the businessman and for customs by providing, 
the same as in the income tax law, that 

Mr. Reep. It makes them liable for perjury? 

Mr. Nicuors. That is the way it would be handled; yes. 

Mr. Granam. As | pointed out on page 10 of my statement, we do 
not believe that this is a controversial measure, because, as you have 
indicated, it is simply applying to the customs document that which 
Congress has already applied to internal revenue documents and 
which has proven to be satisfactory. 

Mr. Cooper. Does that complete your statement? 

Mr. Nienous. Yes, sir; that completes my statement. I do not 
think I need to say anything about section 25, which is the saving 
clause. 

The Cuatrman. What other testimony do the witnesses from 
Treasury have to present? 

Mr. Granam. We have concluded. Of course, we are available to 
the committee. We did propose, if the committee had the time, that 
perhaps Mr. Strubinger, Assistant Commissioner, could make a short 
statement which would sum up the McKinsey & Co. proposals and 
the benefits that we could expect to get out of this revision, but if the 
committee is pressed for time, obviously we will forego that. 

The Cuarrman. He can submit that in the form of a brief for the 
record. 
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Mr. Granam. All right, sir. We will be glad to do that, as a sort 
of summary of the management program and how this would fit 
into it. 

(The statement above referred to is as follows:) 


SUPPLEMENTAL STATEMENT OF Mr. Davin B. Srrursincer, Acting Commis- 
SIONER OF CUSTOMS, CONCERNING ADMINISTRATIVE SIMPLIFICATIONS Wuica 
Wourtp Resuir From tue Enactment or H. R. 1535 


During the hearings, considerable emphasis was placed by my colleagues on 
the benefits to the importing public and the equities which motivated the Treasury 
Department in recommending this bill. This statement will be limited solely 
to the administrative impact on customs procedures, which the enactment of 
H. R. 1535 would have. It will, of course, be realized that some of these simpli- 
fications will result in the more rapid handling of importers and the traveling 
public which will have as a biproduct the in.provement of relations between 
customs and these parties. 

As indicated in the statistics supplied your committee (p. 60 of these hearings), 
major customs transactions have increased by more than 100 percent during the 
period 1946 through 1951. During the same period, the number of customs 
employees has been slightly reduced. Backlogs of work have accumulated and 
the volume of business continues to increase. Therefore, it becomes increasing!y 
important that every possible customs operation be simplified to make available 
the maximum manpower for over-all operations. With such relief, customs will 
be better able to meet the demands of the importing and traveling public. In 
the discussion which follows, I will stress the sections of the bill which will have 
the most important impact on the simplification of customs operations. 

Section 5. American goods returned.—The proposal in this section would elimi- 
nate the administrative difficulties encountered when it is impracticable to 
determine whether draw-back has been allowed, or the amount of draw-back, 
because of the destruction of customs records or for any other cause. It would 
also enable the Secretary of the Treasury to determine and prescribe the amounts 
of duty equal to draw-back or internal revenue tax on articles as to which there is 
a fairly uniform rate of draw-back or of internal revenue tax. This means that 
customs would no longer be required to search records made at the time of exporta- 
tion (usually several vears old) to determine for each specifie transaction whether 
draw-back had been allowed, and if so the amount, but could rely on schedules or 
lists prepared for commodities on which draw-back was allowed during the period 
when the goods were exported. As indicated, amounts of draw-back, for example 
on an automobile, are often only about $1, and the cost of record searching can 
easily exceed the recovery by the Government. 

Section 6. Free entry provisions for travelers.—The proposal to permit non- 
residents to bring into the United States free of duty, automobiles and the other 
types of conveyances enumerated stems from the difficulties of administering 
section 308 (5), Tariff Act of 1930, as amended. Under the present practice, 
nonresidents may obtain a touring permit to bring in a vehicle for a period of 90 
days (or 6 months in the case of a vehicle from a country which accords a similar 
privilege to vehicles from the United States). If a nonresident wishes to remain 
in the United States for a period longer than that covered by the touring permit, 
he must make a 6-month bond entry. 

During fiscal vear 1951, approximately 23,000,000 vehicles entered the United 
States from foreign countries. Of this number, it is estimated that at least 
4,000,000 were foreign cars which would be subject to the 6-month bond provision. 

When these cars leave the United States, the nonresidents, in numerous in- 
stances, fail to notify customs so that the touring permit can be canceled or the 
6-month bond entry closed. This is possible because due to the limited number 
of customs personnel, bridge and tunnel employees actually collect these papers 
from outbound traffic. When this occurs, an investigation must be made to 
determine whether the vehicles were exported. The number of instances in which 
the vehicle is found not to have been exported are few in number, and even in 
many of these cases there are unforeseen circumstances which prevented timely 
exportation, such as, for example, prolonged illness of the nonresident, or extensive 
damage to the vehicle on the return trip. 

During peak periods of tourist traffic along the borders of this country, when 
‘ars are lined up for blocks at international bridges, there are neither sufficient 
customs personnel nor parking space at some entrances to the United States to 
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take care of travelers seeking touring permits. To keep the flow of traffic moving, 
it has become necessary to permit entry into the United States without the 
issuance of a touring permit when the destination of the nonresident is in the 
immediate vicinity of the place of entry into the United States. No evidence of 
abuse of this practice has been found. 

This proposal would eliminate the use of otherwise needed manpower in issuing 
touring permits and handling 6-month bond entries as well as manpower used in 
investigations required by customs agents when evidence of exportation is not 
received. 

Another proposal in this section to permit a nonresident to take with him 
through the United States without the payment of duty of articles not exceeding 
$200 in value would eliminate the necessity for the transportation of such articles 
in bond through the United States. 

For example, when residents of Canada, sojourning in Mexico, arrive in the 
United States on their return home, they must either pay duty on gifts and other 
articles, or have them shipped in bond to Canada. Customs incurs the ill will 
of these travelers and must process bonding and other papers identifying the 
goods. Customs must then keep track of the goods until they leave the United 
States necessitating paper work and correspondence with the port through which 
the goods leave the United States. 

Section Ll. Administrative eremptions.—The proposal to disregard differences 
of less than $5 between the total estimated duties or taxes deposited on entry 
and the final amount as ultimately liquidated, is made in an effort to avoid the 
manpower loss in billing and collecting or refunding small amounts of money. 
The proposal to increase to $10 the value of articles which could be brought in 
or imported by mail for personal use, and $5 in other cases, is also made in an 
effort to avoid the necessity of determining and collecting trivial amounts of 
money. 

For the convenience of the committee in this connection, the following statistics 
are quoted for the fiscal year 1950: 


| 


Number of | Total collec- | Average col- | Cost of proc- 


Type of entry entries tions lections | essing ! 
es —————__——_—_—_}———— heed bie ———|—_——— ‘ 
Mail saacien Ph. Peer | 619, 300 2, 244, 742 $3. 62 $1.59 
Informal... ........ AAS on 535, 221 1, 954, 192 3.65 | 1.61 


! 1947 estimate. 


The cost of processing these entries has been taken from exhibit VI, volume IX 
of the MeKinsey & Co. report. It will be seen from the foregoing that adminis- 
trative costs are equal to about 44 percent of collections, due primarily to the 
expense now incurred in the work of examination, entry writing, collecting and 
accounting, and liquidation of duties required in connection with packages of 
rélatively small value. 

Section 13. Value.—The discontinuance of foreign value as a basis of value 
will eliminate the hundreds of inquiries which customs and consular officers abroad 
and in this country must now make each year in the process of determining whether 
foreign values exist and, if so, whether they are higher than export values. 

When such an inquiry is instituted, the Customs Information Exchange (CIE) 
must notify the ports receiving the merchandise that the matter is being investi- 
gated so that appraisement will be withheld until the inquiry is completed. The 
CIE must also supply those ports with the value information obtained by the 
inquiry, and follow through to see that all ports arrive at the same conclusion on 
the value to be adopted for appraisement purposes. In the meantime, notices of 
withheld appraisement must be given to the importers concerned. To this 
burden may be added the record keeping involved in permitting other customs 
functions necessary in clearing the merchandise to be completed while appraise- 
ment is withheld. 

The use of the proposed comparative value in many cases which now involve 
appraisement on the basis of cost of production would also reduce the number of 
inquiries which are now made in establishing cost of production. 

By avoiding the delays entailed in making inquiries on foreign value, by 
reducing the number of inquiries on cost of production, and through other simpli- 
fications proposed in this section, the appraisement of merchandise will be accel- 
erated and paper work substantially reduced. 
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Section 16. Certified invoices and informal entries.—The propose] to increase to 
$250 the value of merchandise which the Secretary may permit to be cleared on 
an informal entry without a certified invoice would enable customs officers to 
prepare the entries and complete the transaction in one simple operation. It 
would eliminate the requirement for a formal entry, duty bond, certein entry 
records, formal appraisement, and in some instances the transportation of the 
merchandise to the appraisers stores for examination. 

While it is estimated that the number of formal entries would be reduced by a 
very small percentage if this proposal were adopted. it would simplify the work of 
customs to that extent and materially aid the small importer. 

It is significant in this connection that the cost to customs of processing a 
dutiable formal entry, as estimated by McKinsey & Co., is $18.98 and a free 
formal entrv $9.05, while the informal entry is only $1.61. See exhibit VI, vol. 
IX of the McKinsey report.) 

Section 17. Amendment of entries and duties on undervaluation.—The proposal 
to eliminate the necessitv for the amendment of entries to increase or Cecrease 
the entered value would eliminate large volumes of costly paper work in the 
customs service. These amendments are now made by the importer to bring the 
entered value into agreement with the appraised value and thus avoid the penal- 
ties for undervaluation. There is no limit on the number of amendments which 
may be made to an entry. Generallv speaking, except for the examination of 
the merchandise and the liquidation of the entry, the acceptance and processing 
of an amendment entails as much work as the acceptance and processing of the 
entrv itself. 

Fach amendment requires the recomputation of the dutv due. Any supple- 
mental duties accruing to the Government must be collected hefore the amend- 
ment is officially accented, even though the pavment of such duties may be 
secured by a bond. The appraiser, in making his report, and the collector in 
liquidating the entry, must give effect to the amendments. 

At the port of New York alone, in the fiseal vear 1951, there were approximately 
23,000 amendments of entries which means that about 35 to 49 pereent as manv 
amended entries are filed as there are entries now possibly subject to the amend- 
ment process. Under the proposal in this section, these amendments would not 
be necessary, since the final appraised value would become the basis for the as- 
sessment of duty in the liquidation of the entry. 

General.—Other provisions of this bill, particularly sections 19 and 20, eon- 
cerning the correction of errors and mistakes, and conversion of currenev, and the 
new section entitled “Verification of Documents” will enable further simnplifiea- 
tion of customs procedures by eliminating what we believe to be obsolete methods. 
Since the relative effect of these simplifications on customs manpower would not, 
however, approach the same magnitude of the sections described above, detailed 
comment is not being made on them here. 

Mr. Reepv. Would you also include a list of the recommendations 
that were made? 

Mr. Granam. We have already been asked to supply that by Mr. 
Curtis, and that will be a part of the record, Mr. Reed. 

May we thank vou gentlemen very kindly for your close attention 
and the very intelligent questions which have been asked. I hope 
we have given you the candid answers you should have. Obviously 
we are at your disposal to come back at any time you may wish. 

Mr. Coorrer. Allow me to state that in my many vears of experi- 
ence on this committee I think you have made one of the finest 
presentations I have ever heard. 

Mr. Stmpson. I would like to join in that statement and thank 
you, Mr. Graham, Mr. Johnson, and Mr. Nichols and the other 
gentlemen, for your very excellent: presentation. 

Mr. Reep. IT have already told them personally how I feel about 
it, and I would like to say the same for the record. Along with my 
colleagues, I want to express my admiration for your presentation. 

Mr. Nicnots. I would like to add my appreciation for the kind 
words and for your patience in listening with such apparent interest 





214 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


to the things | have had to say during what necessarily has been a 
long and detailed presentation. It is my first appearance before this 
committee, and | certainly appreciate your help and kindness more 
than I can express. 

The CuarrmMan. The chairman of the committee would like to say, 
as Mr. Cooper has observed, that during the many hearings we have 
had here since I have been chairman of the committee I do not think 
any witnesses have appeared here in any connection who have under- 
stood their subject more fully or have been more patient or more 
courteous in answering questions and who presented their case in a 
more favorable light than has been done by Mr. Graham, Mr. Nichols, 
Mr. Johnson, and the others who have appeared. We certainly ap- 
preciate your appearance and the information and help you have 
given the committee. You have given us, so far as | am concerned, 
an understanding of this whole problem that I did not have and had 
no hope of getting, and I appreciate it. I am very grateful to you 
for your appearance and the fine manner in which you have presented 
your case and your fine spirit. 

Mr. Granam. Thank you so much. 

(The committee thereupon adjourned until tomorrow, Friday, 
August 10, 1951, at 10 a.m.) 

















SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


FRIDAY, AUGUST 10, 1951 


House or REPRESENTATIVES, 
ComMirrEE ON Ways ano MEANs, 
Wash ington, DC. 

The committee met at 10 a.m., Hon. Jere Cooper presiding. 

Mr. Cooper. We are pleased to have as the first witness this 
morning Hon. Charles Sawyer, Secretary of Commerce. 

Mr. Secretary, | understand from the clerk vou have to attend a 
Cabinet meeting at 11 o'clock. 

Secretary Sawyer. Yes, sir, Mr. Chairman. 

Mr. Cooprr. So we will arrange so that vou can leave by a quarter 
to 11 in order to get there on time. And if it should be necessary for 
you to return later to answer any questions, we can arrange for that 
at your convenience. 

Secretary Sawyer. Thank vou very much. 

Mr. Cooper. Without objection, you may proceed with your 
statement without interruption, and the members may ask you ques- 
tions after you have completed your statement. 

Secretary Sawyer. Thank vou, Mr. Chairman. 

Mr. Cooper. We are delighted to have you with us. We will be 
pleased to hear your statement. 


STATEMENT OF HON. CHARLES SAWYER, SECRETARY OF 
COMMERCE 


Secretary Sawyer. Your committee has already received a report 
from my Department indicating our interest in H. R. 1535, and I am 
pleased to have the opportunity myself to tell vou why we favor its 
enactment. 

The experts from the Treasury Department and the practicing 
foreign traders who will be coming before vou are better able than | 
to discuss with vou the details of the various’ pronosed changes in the 
customs administrative laws embodied in this bill. I should like, 
therefore, to confine myself to certain more general observations. 

We are interested in this proposed legislation because of our con- 
cern and responsibility for the problems of business. From our day- 
to-day contacts with businessmen, we know that not only those who 
are primarily importers but also most of those who have anything to 
do with importing, are agreed that there is too much red tape and 
costly delay involved in our customs procedures. The Import 
Advisory Committee to the Department of Commerce, which repre- 
sents all phases of the importing business throughout the country, 
meets vith us regularly to discuss current trade problems. It has 
repeatedly expressed its coneern on this score. Furthermore, a 
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special subgroup of that committee, after several months’ study about 
a vear ago, prepared a report on this subject, and most of their 
recommendations are embodied in H. R. 1535. 

A great deal of study and work has also been done on this subject 
by a number of other private trade groups, notably the United States 
Chamber of Commerce, the United States Associates of the Interna- 
tional Chamber of Commerce, the National Council of American 
Importers, and the National Foreign Trade Council. I believe it is 
fair to say that these organizations and the export and import trades 
all share our view that enactment of legislation along the lines of 
H. R. 1535 is highly desirable and would remove most of the legitimate 
complaints regarding customs administration. 

We are aware, of course, that the burden and costs of customs for- 
malities fall first on the importing traders. It is not surprising, 
therefore, that they are among the leading supporters of this bill. 
It is also true, however, that by far the majority of American business- 
men desire simplification of Government procedures wherever possible 
and favor customs reform as a step in that direction. It should be 
recognized, moreover, that indirectly, through increased prices and 
higher costs of customs administration, both the domestic consumer 
and the taxpayer are adversely affected in the present situation, 
Support of such legislation would seem, therefore, to be in the public 
interest generally. 

The problem of simplifying customs administration and making it 
less costly has been vigorously attacked by the Treasury Department 
in recent years. Other Government agencies have been consulted, 
and in addition to its own specialists from the Customs Bureau, I 
understand that, with the approval of Congress, the Treasury Depart- 
ment engaged an outstanding private management firm to assist 
in this work. I know that Secretary Snyder has taken a personal 
interest In improving those aspects of customs procedure which lie 
within his administrative authority. The bill now before you would 
take care of those desirable changes in present practices which require 
statutory authority. 

As you know, many of our present customs regulations stem from 
the Tariff Act of 1930 and even much earlier laws enacted in further- 
ance of a highly protective public policy. Accordingly, they provided 
not only for relatively high rates of duty but they also prescribed 
administrative practices which tend to weigh against and otherwise 
discourage imports. I am entirely in sympathy with the principle of 
justifiably protective duties. I am sure, however, that even the 
strongest believers in tariff protection do not wish to get at imports 
indirectly through the imposition of arbitrary and costly customs 
procedures which, in final effect, are mainly harmful to the consumer, 
the taxpayer, and the Government. 

The delays, uncertainties, and irksome formalities existing under 
present law hamper the actual carrying through of desirable import 
transactions, and particularly discourage new and smaller business 
firms. It is my view that once the desirable level of duty protection 
has been determined, as authorized by the Congress, all other barriers 
discriminations against imports at or within our borders should be 
minimized. H. R. 1535 is the product of expert and experienced 
persons both in business and in Government who were trying to reach 
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just that result. I believe you will find that they succeeded very well 
and I strongly urge your favorable consideration of their efforts. 

One final consideration favoring enactment of such legislation at 
this time may be found in its small but not insignificant contribution 
to the mutual defense programs of the United States, Western Europe, 
and other friendly countries. To the extent that customs simplifica- 
tion facilities and makes more economical the entry of essential 
imports, it will help meet the larger demand for such goods in this 
country and contribute to counterinflationary measures being taken 
both here and abroad. Similarly from a long-term point of view, to 
the extent that simplification of our customs practices encourages 
foreign firms to take advantage of commercial possibilities in the 
United States market, it should reduce the cost and shorten the period 
of assistance which the United States is giving to various friendly 
foreign countries to help them get on a self-supporting basis. 

Mr. Cooper. Does that complete your statement? 

Secretary Sawyer. That completes my statement. 

Mr. Cooper. Are there any questions? 

Mr. Reep. Mr. Secretary, at the top of page 4 vou say: “I am 
entirely in sympathy with the principle of justifiable protective 
duties.”” I am glad to know you feel that wav about it, because I 
personally am very strong for the protection of the best market in the 
world against unfair competition from abroad. 

I was just wondering if you have had an opportunity to study the 
so-called MeKinsey report. 

Secretary Sawyer. No; I have not. 

Mr. Rep. So that vou would not be in a position to know whether 
the recommendations made by them included in this bill had some 
advantage? 

Secretarv Sawyer. No. I have not studied the report; so 1 would 
not be in a position to comment on it. 

Mr. Reep. You have just studied the bill, and Secretary Snyder, 
I assume, and Mr. Graham and Mr. Nichols were the ones who studied 
the report. 

Secretary Sawyer. I would not even say I have studied the bill. I 
have read it and am reasonably familiar with it. The purpose of my 
appearance here today is to indicate my support generally of the effort 
to simplify administrative practices. My assumption is that as far 
as the level of protection is concerned it is not affected by this bill, 
and the essence of my position is stated when I say that protection 
should be fixed by law and not by deterrent administrative practices. 
That is really the purpose of my appearance. 

Mr. Reep. I would agree with you on that, and I wish it were 
possible to get other countries to resort to the same practice. 

Secretary Sawyer. | am in favor of getting other countries to do 
whatever we do in that regard. 

Mr. Reep. Thank you very much. 

Secretary Sawyer. Thank you. 

Mr. Kean. I think evervbodv is in favor of simplification. What 
you say is that we are against sin, practically. 

Secretary Sawyer. Well, we are not dealing with sin exactly in this 
bill. 


Mr. Kean. No. But I mean everybody is in favor of simplification. 


87474—51——15 
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What about this thing in the bill which changes the tariff provisions 
so far as liquor is concerned? 

Secretary Sawyer. | think I would prefer to leave any comment on 
that to the Treasury Department, which has given it, I understand, 
extensive study. 

Mr. Kean. Well, it changes the tariff rates so that it provides 
different methods of customs taxation on liquor brought in and really 
reduces the duty considerably on Scotch whisky and other liquors 
brought from abroad. 

Secretary Sawyer. Would that be a general declamation against 
sin, or would it come in the other category? 

Mr. Kean. No; but I wondered whether you had any comment on 
whether, in this simplification bill, we should do something which really 
results in reducing the duty. 

Secretary Sawyer. Well, as I say, 1 am generally in favor of main- 
taining the level of protection we have now, but, as far as this specific 
thing is concerned, personally I have no objection to making it cheaper 
to buy liquor, and | would support the provision of the bill that has 
been worked out by the Treasury Department, but I do not feel 
qualified to comment in detail upon the reasons for it. 

Mr. Mason. Mr. Secretary, | think we all agree with the general 
objectives of the bill, namely, greater simplification in our tariff 
procedure, greater economy, and greater efficiency. Those are the 
objectives that the bill is supposed to try to accomplish. But we, 
as members of this committee, have a problem, and that problem, 
in my opinion, is to see to it that in accomplishing these objectives 
that we all desire, we should not accept certain provisions of the bill 
that perhaps have other objectives in mind that | prudently call 
“sleepers,”’ and we have to watch for that. 

Now, Mr. Secretary, have you gone through the bill carefully 
enough to say that, so far as you know, there are no “sleepers” in this 
bill? 

Secretary Sawyer. I would not say I had gone through it carefully 
enough to be able to appraise the character of every provision. I 
have taken the word of my assistants. I have read the bill carefully, 
and | have taken the word of my assistants generally as to what its 
provisions contain. It appears clear to me, on the surface at least, 
it undertakes to accomplish the avowed purpose of the bill. What 
“sleepers,” if any, it may have I do not know, but certainly my 
opinion would be it does not have any. In other words, my opinion 
is it is honestly designed to accomplish the purpose that has been 
stated. 

Mr. Mason. That is all. 

Mr. Jenkins. Mr. Secretary, I was not here when you came. I 
just want to say as one Ohioan to another I am glad to see you and 
to see you looking so well. 

Secretary Sawyer. I am glad to be here, and I reciprocate the 
compliment. 

Mr. Jenkins. | think your administration, as far as one Republican 
can say to a Democrat, has been very successful. 

Secretary Sawyer. That is very kind of you. 

Mr. Cooper. Are there any further questions? If not, we thank 
you, Mr. Secretary, for your appearance and the very helpful informa- 
tion you have given the committee. 
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Seeretary Sawyer. Thank you very much. I do not know how 
helpful it has been, but I was quite willing and glad to come up here 
and make my position clear as representing my Department in 
support of this legislation. 

Mr. Cooper. Thank you very much. 

The committee has received reports, all favorable, on H. R. 1535 
from the Department of Commerce, Department of State, Depart- 
ment of Agriculture, and ECA, and also an informative report from 
the Tariff Commission. Without objection, they will be included 
in the record at this point. 

(There was no objection.) 

(The reports above referred to are as follows:) 

Tue SeEcRETARY OF COMMERCE, 
Washington 25, May 31, 1951, 
Hon. R. L. Doveuron, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This letter is in further reply to yourcommunication of 
January 19, 1951, requesting our comments concerning H. R. 1535, a bill to 
amend certain administrative provisions of the Tariff Act of 1930 and related 
laws, and for other purposes. This bill is identical with H. R. 8304, introduced 
during the Eighty-first Congress, on which we reported favorably to you, by 
letter dated November 29, 1950. We are still very much interested in this 
legislation and strongly favor its enactment for the reasons set forth in that 
earlier letter, some of which apply with even greater force at the present time. 

We favor particularly those provisions which would contribute directly to 
simplifying customs procedures and reducing the cost or customs operations. 
These include the general valuation provisions; the proposed increased use of 
informal entries; the proposed higher administrative exemptions for imports of 
small value; the free entry provisions for travelers and noncommercial exhibitions, 
temporary-entry of samples and other similar articles; the provision on correction 
of errors; and the provisions dealing with supplies for vessels and aircraft, and 
with the signing re delivery of manifests. In addition, there are those provisions 
which would eliminate certain more or less unnecessarily arbitrary procedures in 
connection with special marking requirements; undervaluation penalties; the 
treatment of commingled merchandise; and the imposition of antidumping and 
countervailing duties. 

This Department is interested in this legislation primarily because of our concern 
and responsibility for the problems of business, and we are aware that the burden 
and costs of customs formalities fall, of course, first on the importing trade. It 
should also be recognized, however, that indirectly, by way of increased prices 
and higher costs of customs administration, the domestie consumer and the tax- 
payer are also affected. At the same time, it is worth noting that the afore- 
mentioned provisions of this bill are concerned with the mechanics of importing 
and would not change the present import duty structure. Support of this legis- 
lation would seem, therefore, to be in the public interest generally. 

Another consideration favoring enactment of such legislation at this time derives 
from its small but not insignificant contribution to the mutual defense programs 
of the United States, Western Europe, and other friendly countries. To the 
extent that customs simplification facilitates and makes more economical the 
entry of essential imports, it will help meet the larger demand for such goods in 
this country and contribute to counterinflationary measures being taken both 
here and abroad, 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report and that enactment of this measure 
would be in accord with the probram of the President. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 
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Fesruary 6, 1951, 
Hon. R. L. Doveuton, 
Chairman, Committee on Ways and Means, House of Representatives. 

My Dear Mr. Doventon: Further reference is made to Mr. Davis’ letter 
of January 19, 1951, requesting the views and recommendations of the Depart- 
ment of State concerning H. R. 1535, a bill to amend certain administrative 
provisions of the Tariff Act of 1930 and related laws, and for other purposes, 

The broad purpose of the proposed legislation is to simplify our customs proce- 
dures, reduce expense and delay in the administration of our customs laws, and 
eliminate certain inequities in them. The bill does not propose changes in tariff 
rates as such but would make a number of changes in the operation of the customs 
administrative laws as well as certain amendments to our internal revenue laws 
affecting imports. 

For many years a cardinal objective of the foreign economic policy of the 
United States has been the reduction of excessive barriers to international trade. 
One important aspect of this problem relates to the simplification of customs 
procedures, 

The Department of State is fully in accord with the purpose and provisions 
of H. R. 1535 and believes that its enactment would constitute an important 
step in simplifying our customs procedures and in removing a number of unneces- 
sary obstacles to international trade. In doing so, it would further the purposes 
and principles of the reciprocal-trade-agreements program and strengthen our 
participation in the General Agreement on Tariffs and Trade. 

Accordingly, the Department of State strongly recommends the enactment 
of H. R. 1535, 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report and that the enactment of this 
legislation would be in accord with the program of the President. 

Sincerely yours, 
Jack K. MeFattu, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, February 12, 1951. 
Hon. R. L. Dovenron, 
Chairman, Committee on Ways and Means, 
House of Representatives. 

Dear Mr. Doventon: Reference is made to the letter of January 19, 1951, 
requesting an expression of this Department’s views and recommendations with 
respect to H. R. 1535, cited as Customs Simplification Act of 1951. 

This Department is in favor of the objective of simplifying United States 
customs procedure, This Government has cooperated in multilateral efforts to 
secure simplification of customs procedure as an important factor in the expansion 
of world trade. 

Passage of this bill by the Congress would result in three principal changes in 
customs procedure directly affecting agriculture. These are- 

1. A finding of material injury or a likelihood of m*terisl injury would 
be required as a condition for imposing countervailing duties. Under present 
legislation such duties are imposed automatically to offset certain types of 
foreign practices. 

2. The tax on imported oleomargarine, adulterated butter, and filled cheese 
would be reduced to the level of the tax on the domestic products. This 
would eliminate the tax on imported oleomargarine and reduce the tax from 
15 cents per pound to 10 cents per pound for imported adulterated butter, 
and from 8 cents to 1 cent on imported filled cheese. 

3. The value base for ad valorem duties would be changed from the highest 
of a series of possible bases to a specified series of values to be taken in order, 
according to whether they are available. 

These direct effects on agriculture are much more than offset by the general 
interest of American agriculture in the expansion of foreign trade and the im- 
provement of international relations that would result in eliminating what has 
been in effect disguised or unintended restriction on legitimate imports into this 
country. The United States exported about 3% billion dollars in agricultural 
products in 1949. Much of this was financed by the United States, largely 
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because the normal importation from foreign countries has not recovered since 
the war to the extent that would be necessary in order for us to maintain our 
share of export trade. 

This Department considers enactment of the proposed provisions of H. R. 
1535 an important step forward in this Government’s efforts to secure multilateral 
simplification of customs procedures. We urge favorable action by the Congress 
on the bill. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report, and enactment of the proposed legislation would be in accord 
with the program of the President. 

Sincerely, 
CHARLES F. BRANNAN, Secretary. 


Economic COOPERATION ADMINISTRATION, 
Washington, D. C., February 1, 1951. 
Hon. R. L. Doveuron, 
Chairman, Ways and Means Commitee, 
House of Representatives, Washington, D. C. 

Drar Mr. Dovenuron: This is in response to a letter from your committee of 
January 19 asking for the views and recommendations of the Economic Coopera- 
tion Administration on H. R. 1535, the proposed Customs Simplification Act of 
1951. This bill is the successor to H. R. 8304, a bill which was before the las' 
Congress 

The Economie Cooperation Administration strongly supports the early enact- 
ment of legislation to clear up the numerous uncertainties and complexities of 
United States customs procedures. We believe that passage of H. R. 1535 will 
go a long way toward accomplishing this. The simplification of customs pro- 
cedures would, in our opinion, make a substantial contribution to the fostering of 
a mutually advantageous and permanent increase in trade between Europe and 
the United States. As vou know, one of the most serious economic problems that 
| Dk { has had to deal with in Western Europe has been the existence of a sub- 
stantial deficit in Europe’s trade with the United States. While this trade 
deficit has for the time being largely disappeared under the pressure of the current 
mobilization effort, the basie causes still exist: and will continue to threaten the 
security of the European economy. There is no question that the complexities 
and uncertainties of customs procedures, which the proposed bill seeks to eliminate, 
have been a major deterrent to European sellers new to the American market 
The ECA has received a great number of complaints from Europeans about 
difficulties they have had, or expect, from United States customs. The passage 
of the proposed bill would not only give valuable assurance to Europeans of 
America’s genuine interest in fostering European trade but would also remove 
many actual barriers inherent in present customs machinery. 

As far as EC A’s program is concerned, some features of the proposed legislation 
stand out as of particular importance. I have in mind the proposed revision of 
criteria for the valuation of imported articles, the proposed removal of special 
marking requirements, and the provision on countervailing duties. 

The Bureau of the Budget has advised us that the enactment of this bill would 
be in accordance with the program of the President. If we can furnish any 
further information, plesse do not hesitate to write. 

Sincerely yours, 
Witiiam C, Foster, 
Administrator. 


Memoranpum or Unrrep States Tarirr CoMMISSION FOR THE COMMITTEE ON 
Ways anp Means on H. R. 8304, kiregnry-rrrst Concress, A Bit To AMEND 
Certain ADMINISTRATIVE PROVISIONS OF THE TARII Act or 1980 aNb ReE- 


LATED Laws, AND roR Orner Purposes 

H. R. 8304 provides for the amendment of various provisions of the custom 
laws. ‘The need for modernizing and simplifying administrative and procedural 
provisions of the customs laws is not a recent discovery, and legislation toward 
that end has been long overdue. It was in recognition of this need that the 
Tariff Commission, in 1944, initiated a study of the customs administrative laws 
with a view to recommending to the Congress such changes as might be found to 
be desirable. This study was not completed because of an inadequate budget 
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and the preoccupation of available special experts with more urgent matters, but 
the study did progress sufficiently to show a need for some of the amendments 
proposed in the pending bill. 

Some of the provisions of the bill would make changes in the United States 
customs laws which would bring the statutes affected into accord with certain 
provisions of the General Agreement on Tariffs and Trade (hereinafter referred 
to as “GATT”’). The pertinent provisions of GATT are not definitively effective, 
and cannot be made so until after appropriate legislation; the enactment of the 
amendments proposed in H. R. 8304 would make it possible for the United States 
definitively to accept the GATT. Provisions of the bill which fall within this class 
will be so identified in the analysis which follows. These changes would also meet 
the requirements of corresponding provisions in the Charter for an International 
Trade Organization (hereinafter referred to as the “ITO’’), now under con- 
gressional consideration. 

While the bill contains 23 sections involving proposals for changes in existing 
law, only a few of the sections ean be classified as dealing with questions of major 
importance in relation to tariff policy. These sections are section 2, relating to 
antidumping and countervailing duties; section 13, which would make important 
changes in the customs valuation provisions; section 14, which provides for a 
method of substituting the method of valuation applicable to other commodities 
for the existing method of valuation on the basis of ‘American selling price’’ 
with respect to coal-tar chemicals and certain other products; section 17, which 
would practically eliminate the incidence of under-valuation-duty assessments 
where the undervaluation is not culpable; section 20, which deals with the highly 
complex subject of currency conversion for customs purposes; and section 23, 
which provides for the conversion of certain processing taxes into import taxes. 
While sections 14 and 23 would result in changes in the incidence of protective 
tariffs and taxes, they are not intended to change the level of protection on these 
commodities. Most of the other sections of the bill are concerned with proposals 
designed to facilitate customs administration and to relieve the importing trade 
of certain hardships which it experiences under existing law—none of which 
appear to involve any major question of tariff policv. The remaining sections, 
such as section 24, are concerned with the removal of certain tax discriminations 
against imports under the Internal Revenue Code, to meet the requirements of 
the ITO or the GATT. 


SECTION 2. REQUIREMENT OF INJURY IN DUMPING AND COUNTERVAILING DUTY CASES 


The most important substantive change in law proposed by this section is the 
amendment of section 303 of the Tariff Act of 1930 (countervailing-duty law) so 
as to limit the imposition of countervailing duties to compensate for a foreign 
“bounty or grant’ to those cases where the importation of merchandise the 
subject of a “bounty or grant” is materially injuring or is likely to materially 
injure a domestic industry or is preventing or materially retarding the establish- 
ment of a domestic industry. The Antidumping Act now requires a finding of 
injury prior to the imposition of antidumping duties, and that law is also proposed 
to be amended so as to be applicable only to ‘“‘material” injury. The enactment 
of these amendments would place the countervailing-duty law on the same basis 
with the antidumping law with respect to the findings of injury. In its analysis of 
the bill, the Treasury Department states that the insertion of the word ‘‘mate- 
rially’’ in the Antidumping Act is a mere clarification and will result in no change in 
the law as it has been administered since its enactment.' However, the counter- 
vailing-duty law has never included requirements of findings respecting any injury. 

The bill proposes that the finding of injurv in countervailing-duty cases be 
made the responsibility of the Treasury Department, which has had a similar 
responsibility with respect to antidumping duties since the enactment of the 
Antidumping Act in 1921. 

! Commissioner Grere believes that the addition of the word “materially” as a qualification of “injury” to 
a domestic industry in the provisions of sec. 303 of the Tariff Act of 1930 and in the Antidumping Act will 
weaken substantially the possibility of relief to domestic producers from dumping or foreign bounties or 


rants. 

. He also desires to point ont that, although the provisions of the Antidumping Act may be invoked to 
protect domestic producers acainst articles on the free list which are “dumped,” no such relief is afforded 
domestic producers against importation of free-list articles which are subsidized by foreign governments 
sec. 303 of the tariff act). This constitutes no chance from the existing situation. The Congress may, 
however, wish to consider whether domestie prodneers of products on the free list should not be afforded 
relief from competition from imports wich have been the subject of a bounty or grant. Many of the prod- 
ucts which enter free of duty are competitive (such as wood pulp, shingles, binding twine, rubber, tung 
oil, and furs). There seems no good reason for such different treatment under the antidumping and counter- 
vailing-duty laws. Abolition of this difference in treatment would be fully consistent with both ITO and 
iATT. 
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Both the countervailing-dutv law and the antidumping law are protective 
measures aimed at preventing foreign competitors in the American market from 
obtaining unfair advantages in competition with domestic producers. However, 
there would seem to be no reason why either of these laws should penalize imports 
which do not seriously threaten an existing domestic industry or which do not 
monopolize the United States market so as to prevent domestic competition from 
entering the field. It might be noted that the countervailing-duty lew (which 
lacks the injury clause) was first enacted in 1897, while the antidumping statute 
(which contains an injury clause) was enacted in 1921, so that the latter statute 
represents the later policy of Congress. It might also be noted that section 337 
of the Tariff Act of 1980 (which is directed against unfair methods of competition 
in importation and which was originally enacted in 1922) also contains an injury 
clause. 

The Antidumping Act represents the only instance where prescribed special 
treatment of imports is dependent upon a finding of injury to the domestic 
industry by the Treasury Department. This is a unique requirement since in 
all other cases where administrative or executive action affecting imports depends 
upon a finding regarding the economic effects of imports upon domestic production, 
that finding is made by the Tariif Commission.? 

In 1921, when the Antidumping Act was enacted, the Tariff Commission was 
regarded as an agency Whose sole funetion was to gather and compile information 
to assist the Congress and the President in formulating tariff policy, and it is 
probably for that reason that the Commission was not given the fact-finding fune- 
tion regarding injury in connection with the imposition of dumping duties. 
However, with the broadening ef the Commission's powers in the Tariff Act of 
1922 the Commission was transformed from exclusively a fact-gathering agency 
into a fact-finding agency. The new and important functions which the Com- 
mission was given by the Tariff Act of 1922 were the investigative and fact-finding 
duties for the administration of the flexible-tariff provision, involving complex 
and detailed studies of domestic and foreign cost of production for the purpose 
of determining what changes in duties were necessary to equalize foreign and 
domestic costs. In addition, the Commission was made the investigative avency 
for the purpose of carrying out the unfair import-practice statute, an essential 
function thereunder being a determination regarding injury to domestic industry 
by reason of unfair import practices, 

Since 1922 every law imposing restrictions on imports, subject to a determina- 
tion of the economic effects of imports on domestic production, designated the 
Tariff Commission as the investigating and fact-finding agency. Section 3 (e) 
of the National Industrial Recovery Act provided for investications by the Tariff 
Commission to determine whether imports were interfering with the maintenance 
of a code or agreement under thet act. Under Executive Order 10082 the Tariff 
Commission is designated as the azency to investigate and determine the facts 
regarding injury to domestic producers resulting from increased imports on which 
a tariff concession Was made in a trade agreement, with a view to the possibility 
of modifying or withdrawing the tariff concession under the “escape clause’’ of 
trade agreements. Section 22 of the Agricultural Adjustment Act designates the 
Commission as the investizative ageney to determine whether imports are inter- 
fering with domestic agricultural programs. Under section 504 of the Philippine 
Trade Act the Commission is the agency designated to investigate the need for 
imposing import quotas on Philippine articles which are found to be in substantial 
competition with like articles of United States production, In the Trade Agree- 
ments Extension Act of 1948 the Commission was designated to investigate and 
make determinations regarding the extent to which tariff concessions could be 
made in trade agreements without causing serious injury to domestic producers, 

Since its inception the Commission has concentrated on analyzing the facts 
pertinent to competition between imported and domestic products, in the course 
of which it has built up a trained and experienced staff of experts. One of its 
most important functions in the trade agreements program is the analysis, with 
respect to products on which the granting of tariff concessions may be considered 
in trade agreement negotiations, “of the facts relative to the production, trade, 
and consumption of the article involved, to the probable effect of granting a 
concession thereon, and to the competitive factors involved” (E, O. 10082, par. 6). 





2? The Attorney General's Committee on Administrative Procedure, commenting on the Treasury Depart- 
ment’s injury-finding function in dumping cases, stated that the dumping investigation ‘“‘which is com- 
parable to the investigations conducted by the Tariff Commission, has no counterpart in the customs 
process.”” The committee pointed out that the investigation of the Treasury Department involved among 
other things “the analysis of production, imports, and other economic data.’’ Monograph of the Attorney 
General's Committee on Administrative Procedure, pt. 14, 8. Doc. No. 10, 77th Cong., Ist sess., p. 71. 
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In short, Congress created the Tariff Commission, almost 35 years ago, for the 
purpose of developing an agency expert in the economic aspects of the tariff, 
and (except as to dumping) this agency has been used exclusively since 1922 by 
the Congress and the President as the fact-finding agency whenever the special 
treatment of imports was made dependent upon the economic effects of imports 
on domestic industry or Government programs. 

The Treasury Department has been administering the dumping statute since 
1921, and the Commission implies no criticism of ‘Treasury's competence in 
administering the act. It believes, however, that additional functions of a kind 
which are within the special competence of the Commission should not be vested 
in that Department. The Commission therefore recommends that the bill be 
revised to provide that the determinations or estimates of bounties or grants and 
findings of their effect on domestic industries for countervailing duty purposes 
shall be made by the Tariff Commission. Similarly it is reeommended that the 
Antidumping Act be amended to transfer to the Tariff Commission the functions 
of finding whether imported merchandise is sold in the United States at less than 
its fair value and whether the effect thereof is to injure domestic industries. 

The amendments proposed in section 2 (except the part dealing with the 
internal jurisdiction respecting the making of findings) would be required under 
the GATT if it is to be definitively applied by the United States. The pertinent 
provisions of the GATT (art. VI) are as follows: 

“3. No product of the territory of any contracting party imported into the 
territory of any other contracting party shall be subject to antidumping or 
countervailing duty by reason of the exemption of such product from duties or 
taxes borne by the like product when destined for consumption in the country 
of origin or exportation, or by reason of the refund of such duties of taxes. 

‘4. No product of the territory of any contracting party imported into the 
territory of any other contracting party shall be subject to both antidumping 
and countervailing duties to compensate for the same situation of dumping or 
export subsidization, 

“5. No contracting party shall levy any antidumping or countervailing duty 
on the importation of any product of the territory of another contracting party 
unless it determines that the effect of the dumping or subsidization, as the case 
may be, is such as to cause or threaten material injury to an established domestic 
industry, or is such as to prevent or materially retard the establishment of a 
domestic industry. The contracting parties may waive the requirements of this 
paragraph so as to permit a contracting party to levy an antidumping or counter- 
vailing duty on the importation of any product for the purpose of offsetting 
dumping or subsidization which causes or threatens material injury to an in- 
dustry in the territory of another contracting party exporting the product 
concerned to the territory of the importing contracting party.” 

Article 34 of the ITO contains similar provisions. 


SECTION 3. REPEAL OF SPECIAL MARKING REQUIREMENTS 


The paragraphs of the tariff act which are proposed to be amended by section 

3 require special markings on certain imported products in addition to the re- 
quirements of the general marks-of-origin law (sec. 304 of the tariff act). The 
paragraphs of the tariff act affected are 354 (pocket cutlery and manicure and 
pedicure instruments); 355 (table cutlery); 357 (clippers and nippers); 358 
razors); 359 (surgical and dental instruments); 360 (scientific and laboratory 
instruments); 361 (pliers, pincers, ete.); 1,553 (thermostatic containers). The 
bill proposes to repeal the special marking requirements separately set forth in 
the afore-mentioned tariff paragraphs. Special marking of a similar nature is 
also required under paragraphs 367 and 368 (watches and clocks, respectively), 
but the amendment of these paragraphs is not being proposed in this bill All 
the paragraphs mentioned require that the name of the maker or purchaser, and 
beneath same the country of maunfacture, be die-sunk on the articles. Articles 
covered by paragraphs 367 and 368, if not marked as required when imported, 
are permitted to be so marked after importation. However, articles covered by 
the paragraphs affected by section 3, if not marked as required when imported, 
are treated as prohibited importations subject to seizure and forfeiture. This 
difference in treatment is the accidental result of the particular language employed 
in the paragraphs involved. 

If these special marking requirements were to be continued, there appears to 
be no reason why the markings should not be permitted to be placed on the 
articles after importation, not only for the sake of uniformity but because it is 
the established policy of Congress to permit the marking of imported merchandise 
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after importation. However, there is no good reason why these special marking 
requirements should be continued at all. They originated for the most part in 
the Tariff Act of 1909 and perhaps would not have been inserted in the various 
paragraphs then if it had been realized at the time these paragraphs were under 
consideration that the general marking law itself was to be strengthened in that 
act. Prior to the act of 1909, the marking statute (sec. 8, Tariff Act of 1897) 
did not prescribe the method of marking. Complaints of domestic interests 
regarding the removal of marks of origin from cutlery and similar articles after 
importation appear to have been the reason for the insertion of the special marking 
requirements in the act of 1909, that is, the marking by die stamping was inserted 
to provide a specific statutory requirement for permanent marking. However, in 
that same act the general marking statute was amended to require all marks of 
origin to be “as nearly indelible and permanent as the nature of the article will 
permit.” 

The requirement that the name of the manufacturer or purchaser be affixed 
directly beneath the name of the country of manufacture appears to have orig- 
inated in the following manner: The marking statute of the act of 1897 required 
that the name of the country of origin on imported articles shall be placed on 
such imported articles which ‘“‘are usually or ordinarily marked, stamped, branded, 
or labeled.”” It seems that imported cutlery, razors, watches, etc., usually bore 
the name of the foreign manufacturer. It was asserted that imports were being 
entered bearing the name of the country of origin on one side of the article and 
the name of the foreign manufacturer on the other side of the article, and that 
after importation the name of the foreign manufacturer or purchaser was removed 
and an American trade name placed beneath the country of manufacture, thus 
resulting in deception to purchasers in the United States. It was recommended 
by domestic interests that in cases where the name of any person, firm, or corpo- 
ration appears on the article, such name, as well as the name of the country of 
origin, be stamped on one side—one beneath the other. Thus, just as the special 
marking requirement as to country of origin was really intended to provide a 
statutory direction as to the method of marking, the requirement as to the name 
of the maker or purchaser was really intended to provide a statutory direction as 
to the place where such name shall appear in those cases where the name of the 
maker or purchaser was placed on the article. P 

It seems that all the purposes which might conceivably be served by the special 
requirements of the tariff paragraphs under consideration can be served under the 
general marking statute (sec. 304, Tariff Act of 1930, as amended in 1938) which 
requires the marking of imported articles to indicate the country of origin. This 
statute requires among other things that the marking be “‘in a conspicuous place, 
as legibly, indelibly, and permanently as the nature of the article (or container) 
will permit, in such manner as to indicate to an ultimate purchaser in the United 
States the English name of the country of origin.’”” The general statute permits 
the Secretary of the Treasury to ‘‘determine the character of words and phrases 
or abbreviations thereof which shall be acceptable as indicating the country of 
origin” and to preseribe ‘“‘any reasonable method of marking, whether by print- 
ing, stenciling, stamping, branding, labeling, or by any other reasonable method, 
and a conspicuous place on the article (or container) where the marking shall 
appear.”” Moreover, the Secretary of the Treasury may also require “the addi- 
tion of any other words or symbols which may be appropriate to prevent deception 
or mistake as to the origin of the article.” 

The requirements of the GATT with respect to marks of origin are contained 
in article LX (art. 37 of the ITO), the most important relevant provisions of which 
are as follows: 

“2. Whenever it is administratively practicable to do so, contracting parties 
should permit required marks of origin to be affixed at the time of importation. 

“3. The laws and regulations of contracting parties relating to the marking of 
imported products shal! be such as to permit compliance without seriously damag- 
ing the products or materially reducing their value or unreasonably increasing 
their cost.” 

\ general statement of policy appearing in article 37 of the ITO but not eon- 
tained in the GATT, and which is pertinent to the subject matter of section 3 of 
H. R. 8304, is as follows: 

‘t. The Members recognize that, in adopting and implementing laws and regu- 
lations relating to marks of origin, the difficulties and inconveniences which such- 
measures may cause to the commerce and industry of exporting countries should 
be reduced to a minimum.” 
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SECTION 4, REPEAL OF CERTAIN OBSOLETE RECIPROCAL PROVISIONS 


Section 4 (a) would repeal the proviso to paragraph 812 of the Tariff Act of 
1930 which reads as follows: 


“Provided, That any brandy or other spirituous or distilled liquors imported 
in any sized cask, bottle, jug, or other package, of or from any country, 
dependency, or province under whose laws similar sized casks, bottles, jugs, 
or other packages of distilled spirits, wine, or other beverage put up or filled 
in the United States are denied entrance into such country, dependency, or 
province, shall be forfeited to the United States.” 


The forfeiture provision contained in the foregoing proviso originated more than 
50 years ago, in retaliation against Canadian restrictions on the size of casks con- 
taining liquors imported into Canada. The Tariff Commission has no informa- 
tion regarding restrictions of this kind now imposed by foreign governments on 
imports of United States liquors, but the United States law is contrary to the 
most-favored-nation principle and its repeal would be in accord with the general 
policy of the United States not to include retaliatory laws of a discriminatory 
nature in our tariff laws. 

Section 4 (b) would repeal section 320 of the Tariff Act which authorizes the 
Secretary of the Treasury and*the Postmaster General, with the consent of the 
President, to enter into reciprocal agreements with foreign countries to provide 
mutually for duty-free entry of advertising matter sent through the mail to indi- 
vidual addressees. This provision was enacted in 1930, but no agreements have 
ever been made under this authority. 

The repeals proposed by section 4 of the bill would seem to be required by the 
most-favored-nation-treatment clauses of the GATT (art. I) and the ITO (art. 16). 


SECTION 5 AMERICAN GOODS RETURNED 


Section 5 would amend paragraph 1615 (f) of the Tariff Act of 1930, as amended, 
Paragraph 1615 of the tariff act is known as the ‘‘American goods returned”’ pro- 
vision and provides free-entry privileges to various classes of articles of American 
origin and to various types é6f containers passing back and forth in international 
trade. Subparagraph (e) of paragraph 1615 excepts from such free-entry privilege 
(1) articles upon which an allowance of draw-back has been made, unless the 
articles are in use at the time of importation as the usual containers or coverings 
of merchandise not subject to an ad valorem rate of duty, or (2) the articles are of 
a kind with respect to the importation of which an internal revenue tax is imposed 
at the time such article is entered for consumption, unless the article was subject 
to an internal revenue tax imposed upon production or importation at the time 
of its exportation and it is proved that the tax was paid before exportation and 
not refunded. Subparagraph (f) of the tariff act now provides that upon the 
entry for consumption of an article previously exported which is excepted from 
free entry under paragraph 1615 by subparagraph (e) and is not otherwise ex- 
empted from duty, there shall be paid a duty equal to the total duty and internal 
revenue tax imposed with respect to the importation of like articles not previously 
exported from the United States, but in no case in excess of the sum of customs 
draw-back proved to have been allowed upon the article plus the internal revenue 
tax imposed at the time the article is entered for consumption upon the like 
imported article which had not been previously exported. 

Numerous instances have occurred where the amount of draw-back allowed on 
exportation cannot be proved and in such cases the article is assessed with duty 
as though it were an originally imported article. Section 5 proposes to provide 
a means of estimating the draw-back allowed when it is impractical to determine 
exactly what amount of draw-back had been allowed or whether any draw-back 
had been allowed because of the destruction of customs records or for any other 
cause. The proposed amendment of subparagraph (f) of paragraph 1615 would 
require the assessment of a duty equal to the estimated draw-back and internal 
revenue tax which would be allowable or refundable in respect of the imported 
materials used in the reimported article at the rates applicable to such materials 
at the time of reimportation of the article under consideration, but in no case 
more than the duty and tax that would apply if the article were originally 
imported. 

Section 5 would also authorize the Secretary of the Treasury to exempt articles 
from the collection of duty under subparagraph (f) as proposed to be amended if 
he finds that the collection of such duty involves expense and inconvenience to the 
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Government dispropertionate to the probable amount of such duties. Further 
provision is made for ascertainment and specification of amounts of duty equal to 
draw-back or internal revenue tax which shall be applied to articles or classes or 
kinds of articles. The object of this authorization is to establish a list containing 
articles upon which draw-back was regulariv claimed, to be furnished to customs 
collectors in order that they may be spared the necessity of making determinations 
fn each and every case. 


SECTION 6. FREE-ENTRY PROVISIONS FOR TRAVELERS 


Section 6 proposes a restatement of paragraph 1798 of the Tariff Act of 1930 
which relates to free-entry provisions for travelers, including personal exemptions 
allowed to residents of the United States returning from abroad. This paragraph, 
which has been amended several times since its enactment in 1930, now contains 
10 provisos and is in urgent need of a simplifying restatement. Except for certain 
changes in existing law which the proposed restatement of paragraph 1798 would 
make, the restatement is merely a realinement of the existing provisions of law 
which would greatly clarify paragraph 1798. 

The substantive changes contained in the proposed revision of paragraph 1798 
are as follows: 

Subparagraph (b) (2) of the proposed revision of paragraph 1798 would transfer 
to paragraph 1798 for duty-free treatment antomobiles, trailers, aircraft, motor- 
cycles, bicyeles, baby carriages, boats, horse-drawn conveyances, horses, and 
similar means of transportation and the usual equipment accompanying these 
vehicles and animals imported in connection with the arrival of a nonresident and 
to be used in the United States only for his transportation or the transportation 
of his family and guests, together with such incidental carriage of articles as may 
be appropriate to such use of the conveyances. These articles, used in the manner 
indicated, are now covered by section 308 (5) of the tariff act, as amended, 
under which free entry is allowed under bond, with a provision for deferment of 
the bond for a period of not to exceed 90 days or 6 months in the case of articles 
from a@ country which accords similar privileges to such articles from the United 
States. If the articles admitted under section 308 (5) are not exported or covered 
by a bond before the expiration of the deferment period, they become subject to 
forfeiture. 

The Treasury claims that the privilege accorded to visiting nonresidents under 
section 308 (5) of the tariff act is impossible of satisfactory administration and 
therefore recommends the transfer of the privilege to the free list and making 
the articles subject to forfeiture if they are sold within | vear after the date of 
importation without prior payment of duty in effect at the time of the entry of 
the article. (See subpar. (f) of par. 1798 as set forth in the bill.) 

Subparagraph (b) (3) of the proposed restatement of paragraph 1798 would 
grant an exemption to nonresident travelers in transit through the United States 
to enable them to carry with them through the United States articles not exceed- 
ing $200 in value without the payment of duty. This is a new exemption and 
would provide a convenience for in-transit travelers which has long been neces- 
sary. Under the present law such travelers must either arrange for bonded 
transportation of articles which they are carrying to persons in foreign countries 
or they must pay duty on such articles. 

Under the eighth proviso of existing paragraph 1798, the payment of double 
duty is required on any article entered under the $300 exemption which is sold 
within 3 years after the date of arrival of the returning resident to whom the 
exemption was granted. Under subparagraph (f) of the proposed revision such 
article, if sold within 3 years after importation without prior payment of duty, 
will be subject to forfeiture. Forfeiture is also substituted in subparagraph (f) 
of the proposed revision for the present double-duty penalty in the case of jewelry 
or similar articles having a value of $300 or more and accorded free entry under 
the first clause of present paragraph 1798 (subpar. (b) (1) of the proposed revision) 
if they are sold within 3 years after importation. 


SECTION 7. FREE ENTRY FOR NONCOMMERCIAL EXHIBITIONS 


Section 7 proposes to amend paragraph 1809 of the tariff act which allows free 
entry of articles under bond for permanent. noncommercial exhibitions. The 
duration of the bond is for the duration of the exhibition of the articles, and this 
has been found by the Treasury to require the retention of old records and the 
keeping open of old entries. The amendment would limit the duration of the 
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bond to 5 years, after which the transaction would be closed so far as the customs 
is concerned. 


SECTION 8. TEMPORARY FREE ENTRY FOR SAMPLES AND OTHER ARTICLES UNDER BOND 


Section 8 proposes to amend section 308 of the tariff act as amended, which now 
provides for the temporary free entry of various articles under bond for reexporta- 
tion within 6 months, with the bonded period subject to extension by the Secretary 
of the Treasury for an additional 6 months. The proposed amendment would 
authorize the extension of the bonded period up to a total of 3 years. This period 
might be too long in some cases. However, the Secretary of the Treasury would 
have complete discretion in the matter of extending the bonded period for longer 
periods than 6 months. It is understood that the proposal is mainly designed to 
take care of samples which are brought in for exhibition at trade fairs and which 
may be taken on exhibition from place to place during a period usually greater 
than the maximum bonded period permitted under existing law. 


SECTION 9. SUPPLIES AND EQUIPMENT FOR VESSELS AND AIRCRAFT 


Section 9 would amend sections 300 and 317 of the tariff act as amended so as to 
extend to foreign ships the exemption for equipment and repair parts now granted 
to aircraft only. There appears to be no reason why the law should discriminate 
against ships in this respect and there have been a number of complaints by foreign 
shipping interests against the necessity for paying a duty on repair parts which are 
imported into the United States for vessels in need of repairs. 


SECTION 10, DRAW-BACK ON EXPORT OF IMPORTS NOT ORDERED 


Section 10 would amend section 313 of the Tariff Act of 1930 as amended to 
accord the same privilege to articles shipped without the consent of a consignee 
as is now accorded to articles not conforming to sample or specifications. Under 
the present law, imported articles not conforming to sample or specifications and 
upon which duties have been paid, may be exported with a refund of 99 percent 
of the duties paid. The object of the proposed amendment is to grant relief in 
cases Where the importer has paid duty on goods which he did not order and 
which he desires to return, The 30-day period now allowed for the exportation 
of merchandise not conforming to sample or specifications would be extended by 
the proposed amendment to 90 days and the extended period would also apply 
to merchandise shipped without the consent of the consignee. 


SECTION 11. ADMINISTRATIVE EXEMPTIONS 


Section 11 would amend section 321 of the Tariff Act of 1930 as amended which 
relates to administrative exemptions. Section 321 now provides for adminis- 
trative exemptions which a customs collector may make, in his discretion, in the 
case of imports in which the cost of collection of the duty involved is dispropor- 
tionate to the amount of duty collectible. At present the law limits these exemp- 
tions to $5 worth of articles brought in by any person in any one day and to $1 
in all other cases. The proposed amendment would in effect raise the present $5 
to $10 and the present $1 limit to $5. Imports by mail are now subject to the 
$1 exemption. Under the bill the exemption would be increased to 310. 

Section 11 of the bill would also amend section 321 of the Tariff Act so as to 
allow collectors to disregard any difference of less than $5 between the total 
estimated duties or taxes deposited or the total duties or taxes tentatively assessed 
and the total amount of duties or taxes actually accruing. The present limitation 
in this respect is $1, 

The amendments proposed in section 11 are based on considerations of minimiz- 
ing the cost of administration, but of course adoption of the amendments would 
be of benefit to persons taking advantage of the exemptions and would probably 
result in some loss of revenue. However, most of these losses would probably be 
counter balanced by the reduction in the cost of collecting the duties on the articles 
covered by the exemptions. It should be noted that under subseccvion (c) of the 
proposed revision of section 321 the purpose of the exemption is declared to be to 
avoid expense and inconvenience to the Government disproportionate to the 
amount of revenue that would otherwise be collected and that the Secretary of 
the Treasury is authorized to reduce the amounts specified in the section and to 
make exceptions from any exemption provided for in the section whenever he 
finds that such reductions or exceptions are necessary to protect the revenue or 
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to prevent unlawful importations. This would appear to be a necessary control 
mechanism to prevent, for example, the development of large mail-order busines= 
in articles of small value but which would (if permitted free entry) involve a 
substantial diminution in the protective incidence of the tariff. 


SECTION 12. INTERNATIONAL TRAFFIC AND RESCUE WORK 


Section 12 proposes the addition of a new section (322) to the Tariff Act of 1930, 
so as to provide for specific exception from customs requirements of vehicles and 
other instruments of international traffic which are in practice customarily excepted 
from such requirements. Section 308 (5) of the Tariff Act of 1930 as amended 
provides that ‘‘nothing in this act shall be construed as altering the customary 
exceptions of vehicles and other instruments of international traffic from the appli- 
cation of the customs laws.’”’ These customary yer are identified as those 
outlined in pages 180-181 of United States Import Duties (1950), a Tariff Com- 
mission document, and which are set forth in an appendix to this report. Among 
the exceptions are vehicles, boats, teams, saddle horses, and their accessories 
taken abroad for noncommercial use and returned for the account of the owner; 
vehicles and small boats of foreign origin used for commercial purposes between 
transborder communities after they have paid duty on their first arrival and so 
long as they are continuously employed in international traffic; and material and 
equipment of foreign origin for use in building a bridge or tunnel between the 
United States and a foreign country, 

Section 12 also provides for the free entry of aircraft, equipment, supplies, and 
spare parts for use in searches, rescues, investigations, repairs, and salvage in 
connection with incidental damage to aircraft; fire fighting and rescue and relief 
equipment and supplies for emergency and temporary use in connection with 
conflagrations; and rescue and relief equipment and supplies for emergency tem- 
porary use in floods and other disasters. Articles admitted free under these 
provisions would be forfeited if used for purposes other than those specified or 
if not exported under conditions prescribed by Treasury regulations. 


SECTION 13. VALUE? 


Section 13 is perhaps the most important section in the bill from the standpoint 
of customs simplification. Its essential proposals are to eliminate foreign value 
and American selling price as methods of customs valuation, and to introduce a 
new alternative method of valuation to be known as comparative value. (The 
elimination of American selling price is related to section 14 of the bill and will 
be discussed in the comment on that section). In addition to the foregoing 
proposals, section 13 redefines “export value’? (which is proposed as the sole 
primary basis of valuation), ‘‘United States value,”’ and “cost of production” 
(redesignated ‘‘constructed value’’), and provides for statutory definitions of 
various key phrases used in the several definitions of valuation methods. 

Under existing law the primary basis of valuation is the foreign value or the 
export value, whichever is the higher. Practically throughout the history of the 
United States customs valuation, the basis of assessing ad valorem duties has 
been the foreign value, i. e., the domestic market value of the imported merchan- 
dise in the principal market of the country of exportation. In the course of time 
it was found that the ascertainment of the foreign market value of imported 
merchandise was not always possible because of the technical definitions given to 
and limitations placed on this basis of valuation by the various statutes and by 
innumerable judicial decisions. As a result of this, an alternative method of 
determining the value of imported merchandise for customs purposes was recom- 
mended by the Tariff Commission in 1882, the cost-of-production method of 
determining such value. This method was adopted in the Tariff Act of 1883 in 
a relatively simple form and was later developed until it assumed the form in 
which it now appears in section 402 of the tariff act. This method of valuation 
has for its purpose the construction of a value aimed at arriving at the equivalent 
to a foreign value, but in actual administration this purpose has not been accom- 
plished. Because of fixed percentage elements for general expenses and profit, 
the application of this method of valuation frequently results in a higher value 
for customs purposes than the value which would result from a determination on 
the basis of foreign value. 

In 1897 another alternative method of valuation was introduced which became 
known as the United States value. This method of valuation was also the result 





3 Imports of goods subject to duties denendent on value amounted to about $500,000,000 in 1947 (the latest 


year for which such data have been tabulated) 
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of the need for providing ways and means for customs appraisers to determine 
value for duty purposes where foreign value was not ascertainable and to avoid 
resort, if possible, to the very diflicult cost-of-production method of valuation. 
This method of valuation—not to be confused with domestic or home valuation— 
aims at building up a value as nearly equivalent to foreign value as possible, by 
taking the United States wholesale price of the imported merchandise with certain 
deductions for duties, transportation, ete. This method of valuation has also 
failed to produce the result originally intended, because of the arbitrary per- 
centages of deductions allowed for commissions, profit, ete. 

Export value, as it now appears in the valuation statute was first introduced into 
the valuation scheme in 1921 for the purpose of meeting the problem existing at 
that time of widespread inflation of foreign currencies. During the consideration 
of the emergency tariff legislation in 1920 and 1921, the subject of devaluated 
foreign currencies was one of the chief problems receiving congressional attention. 
The result was that in the Emergency Tariff Act of 1921 an “export value” was 
defined and it was provided that the dutiable value of imported merchandise shall 
be the ‘actual market value” as then defined by law (foreign value) or the “export 
value” as defined in the Emergeney Tariff Act, “whichever is higher.” In the 
Tariff Acts of 1922 and 1930 this scheme was continued so that since 1921 the 
primary basis of assessing ad valorem duties has been the foreign or export value, 
whichever is higher, with the other methods of valuation (United States value 
and cost of production) to be utilized successively when neither the foreign nor 
export value could be ascertained. 

The essential difference between foreign value and export value is that in the 
ease of the former only sales for domestic consumption in the country of exporta- 
tion are considered, while in the ease of export value consideration is confined to 
sales for exportation to the United States. In most cases in recent years the 
most important difference found to exist, was the difference attributable to the 
inclusion of internal taxes in the foreign value. The possibility of eliminating 
foreign vaiue as a primary basis of customs valuation has occupied the attention 
of Government experts for a number of years. The administration of this basis 
of valuation has been difficult and a source of dissatisfaction not only to adminis- 
trators but to the trading public, as well as a source of annoyance to foreign 
countries. The difficulty of establishing the true foreign value of imported mer- 

andise is largely attributable to two factors, namely, the restrictive interpre- 
ce! on given by the courts to the statutory definition of this method of valuation, 
tat! the need in many eases for foreign investigations to ascertain the facts. 
and pn customs appraisements are withheld for many months and sometimes years 
Ofte ing the results of a foreign investigation, with considerable cost to the 
Government as well as considerable annoyance and pecuniary /oss to the import- 
ing trade. 7 k ; 

Proposals for substitution of export value as the sole primary basis of valuation 
have been under study by the various Government agencies concerned for a con- 
siderable time. The consensus of the experts in this field is that the elimination 
of foreign value and the substitution of export value as the primary basis of cus- 
toms valuation would greatly expedite the appraisement of imported merechan- 
dise, without causing any substantial loss of revenue to the Government, particu- 
arlv if the reduced cost of administration is taken into account. It is generally 
agreed among the experts that the substitution of export value for foreign value 
would as a rule be more favorable to importers, but that the reduction in dutiable 
value which would result from the elimination of foreign value as a primary basis 
of valuation would in most instances be small. ; 

The principal advantage of adopting export value as the sole primary basis of 
valuation would be to eliminate the necessity for customs appraisers to make 
parallel investigations of export and foreign values to determine which is higher. 
Moreover, with export value as the primary basis, the need for foreign investiga- 
tions would be reduced to a minimum. This would greatly expedite customs 
appraisements. Usually all the information necessary to determine export value 
would be found in the United States, and where a foreign investigation might be 
necessary it would be much simpler, since the spread of seiling prices in sales for 
export is usually narrower than the spread of prices in sales for home consumption. 
Another advantage of export value as the primary basis of valuation is that it 
would probably more nearly represent the actual value of the foreign merchandise 
than does the foreign value as now ascertained by the latter method of valuation. 

Section 13 restates section 402 of the tariff act by establishing the export 
value as the sole primary basis of valuation; by continuing the United States 
value as the secondary basis of valuation; by introducing comparative value as the 
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tertiary basis of valuation; and by retaining cost-of-production (redesignated 
constructed value) as the final resort in customs valuation. 

Subsection 402 (b) of the tariff act, which is omitted from the proposed new 
version of section 402, provides as follows: 

**Review of appraiser's decision: A decision of the appraiser that foreign 
value, export value, or United States value cannot be satisfactorily ascertained 
shall be subject to review in reappraisement proceedings under section 501; 
but in any such proceeding, an affidavit executed outside of the United States 
shall not be admitted in evidence if executed by any person who fails to 
permit a Treasury attache to inspect his books, papers, records, accounts 
documents, or correspondence, pertaining to the value or classification of such 
merchandise.”’ 

This subsection was inserted in the Tariff Act of 1930 partly as a compromise 
between & request of the Treasury Department for legislation to overcome judicial 
decisions to the effect that the customs court had jurisdiction to review an ap- 
praiser’s determination that dutiable value by a particular method of valuation 
could not be ascertained, and the objection on the part of opponents to this 
proposal that an importer would be deprived of his day in court. Section 402 (b) 
affirmed the right of review of an appraiser’s decision that dutiable value could 
not be ascertained by a particular method of valuation, but recognized the 
Treasury Department’s complaint that customs appraisers were at a disadvantage 
in that affidavits of foreign producers in support of the existence of dutiable 
value under a particular valuation basis could not be verified by the appraisers in 
eases where the foreign producer refused to permit an inspection of his books, 
records, ete. The deletion of this provision from the law would not deprive 
importers of their right of review, but would eliminate the rule regarding the 
adinissibility in appraisement-review proceedings of affidavits by foreign producers 
who refuse to allow customs officials to inspect their books and reeords. This 
change in the law would appear to be desirable for two reasons: (1) that affidavits 
introduced in evidence in judicial proceedings should be allowed to be given such 
weight as the court considers them worthy of, and (2) that the idea of exerting 
pressure upon foreign producers to allow United States officials to examine their 
books and records has already in fact been abandoned as a matter of general 
tariff poliev. 

Subsection (b) of the proposed new version of section 402 of the tariff act is a 
definition of “export value’’ which follows substantially the definition of that 
method of valuation in the existing section 402 (d) of the tariff act. The phrase in 
the present definition of “export value”? “at which such or similar merchandise 
is freely offered for sale’’ is changed to read “at which such or similar merchan- 
dise is freely sold or offered for sale’. Although the word “sold” is omitted from 
the present statute, the law has been interpreted as though that word had been 
included in the statute, so that the addition of this language will actually make 
explicit in the statute that actual sales as well as offers for sale may be considered in 
determining dutiable value, and this would bring the statute into conformity 
with existing practice. The use of sales as well as offers for sale is in line with the 
definition of ‘actual value” in GATT (art. VII, par. 2 (b)) and in ITO (art. 35, 
par. 3 (b)). 

The definition of “United States value” in subparagraph (c) of the proposed 
new version of section 402 also follows the existing definition in section 402 (e) of 
the tariff act, but with certain changes. The word ‘‘sold”’ is inserted in the defi- 
nition for the same reasons that the word is inserted in the definition of export 
value. The present law arbitrarily limits the percentages to be deducted for 
commissions (6 percent), profits (8 percent) and for general expense (8 percent). 
The new version provides for the following allowances: (1) The actual commis- 
sions paid on goods acquired otherwise than by purchase; or, on merchandise 
acquired by purchase or agreement to purchase, an addition for profit and general 
expenses equal to that usually made by sellers in the principal markets in the 
United States on imported merchandise of the same class or kind as the mer- 
chandise undergoing appraisement, (2) the usual costs of transportation and in- 
surance, and other usual expenses from the place of shipment to the place of 
delivery, and (3) in addition to the present allowance for duty an allowance for 
Federal taxes as well. The allowance for Federal taxes is designed to overcome 
a decision of the Court of Customs and Patent Appeals holding in effect that in 
determining United States value there is no authority for deducting the amount 
of a Federal tax for which vendors in the United States are ordinarily liable. 
The use of arbitrary values is forbidden in GATT (art. VII, par. 2 (a)) and in ITO 
(art. 35, par. 3 (a)). 
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As indicated above, a new method of valuation is introduced in this proposed 
legislation, called comparative value. This method of valuation is designed to 
make available an additional step in customs valuation before seeking the last 
resort of cost of production. Cost of production (or constructed value as it is 
called in see. 13 of the bill) is a very difficult method of ascertaining dutiable value. 
It requires the ascertainment of information regarding economic facts in a foreign 
country, and, as the experience of the Tariff Commission has shown, the ascer- 
tainment of cost of production with respect to a particular product is often ex- 
ceedingly complicated and time-consuming. The elements making up com- 
parative value are superficially simple and are aimed at providing a means of 
ascertaining the nearest equivalent of export or United States value by evaluating 
merchandise comparable in construction and use with the merchandise under- 
going appraisement, with appropriate adjustments for differences between the 
merchandise being appraised and the comparable merchandise. Of necessity, 
the definition of comparative value is not stated in terms as precise as the other 
definitions of value, and it is difficult to say how well it will work in practice. It 
seems worth a trial, however, and its defects, if any, will be disclosed by experience. 

Constructed value, which is set forth in section (e) of the proposed new version 
of section 402, is a revision of the present section 402 (f) of the tariff act defining 
cost of production. The name of this method of valuation is properly changed to 
constructed value because this method of valuation is not simply a matter of cost 
of production; rather, it is a method of valuation which has for its purpose the 
construction of a dutiable value by beginning with the cost of materials and 
manufacturing processes and building up to the nearest equivalent of what the 
dutiable value would be if the primary basis of valuation were ascertainable. 

The unrealistic arbitrary percentages for general expenses (not less than 10 
percent of the cost of materials and fabrication of the article), and profit (not 
less than 8 percent of the sum of the cost of materials and fabrication and of the 
usual general expenses), are abandoned and the usual general expenses and profit 
with respect to the merchandise of the kind undergoing appraisement are 
substituted. 

Subsection (f) of section 402 of the tariff act as set forth in section 13 of the bill 
is anew provision which would preclude from consideration in determining dutiable 
value any internal tax applicable within the country of origin or exportation from 
which the merchandise undergoing appraisement has been exempted or will be 
relieved by means of refund. One of the most prolific sources of litigation in 
customs appraisement is the question as to whether a particular internal tax 
imposed in the country of exportation with respect to sales for domestic consump- 
tion is to be included in the dutiable value of such merchandise even though the 
tax is not applied to exports. The situation has become so complex that the 
determination in a particular case of whether or not the tax is to be inleuded 
in dutiable value, depends upon the fortuitous circumstances of the time when and 
the manner in which the tax accrues. At the present time the customs authorities 
are not at all certain under what circumstances a tax is or is not to be included 
in dutiable value. After considerable study of this question by various experts, 
it seems to be the general consensus that the inclusion in dutiable value of internal 
taxes which have not been applied to, or which have been refunded with respect 
to, the merchandise undergoing appraisement, is not reasonable or desirable. 
The exelusion of such taxes will simplify customs administration and facilitate a 
nearer approach to the objective of assessing ad valorem duties on the actual 
value of the merchandise. Exelusion of such taxes from dutiable value would be 
required to make GATT (art. VII, par. 3) definitively effective, as well as to effee- 
tuate ITO (art. 35, par. 4). 

Subsection (g) of the proposed pew version of section 402 is a new provision 
defining certain significant phrases used in the various definitions of methods of 
valuation which have been the subject of a century of litigation. The first and 
second definitions can be treated together and are designed to overcome the con- 
trolled-market doctrine developed by the customs courts, which has had the ef- 
fect of precluding the use of the primary method of valuation in a great number 
of cases. As interpreted by the courts, our valuation laws have failed to keep 
abreast of the developments of modern commerce. It was held that the terms 
“freely offered for sale’? and ‘‘ordinary course of trade’’ preclude the considera- 
tion of sales and offers for sale which were accompanied by various restrictions 
on the use or disposition of the goods undergoing sale. The definitions in clauses 
(1) and (2) of subsection (g) recognize accepted modern-day conditions and prac- 
tices in ecommerce and will greatly increase the opportunity for use of the pri- 
mary method of valuation in determining dutiable value of imported merchandise. 
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Purchasers at wholesale, defined in clause (3) of subsection 402 (g) as set forth 
in section 13, is a term used in clause (1) of that subsection and is defined as 
purchasers who buy in the usual wholesale quantities for industrial use or for 
resale otherwise than at retail; or, if there are no such purchasers, then all other 
purchasers for resale who buy in the usual wholesale quantities; or, if there are 
no purchasers in either of the foregoing categories, then all other purchasers who 
buy im the usual wholesale quantities. The term ‘‘all purchasers” in the present 
statute has been interpreted as meaning all in a sweeping literal sense. These 
words have caused considerable trouble in administering the valuation statute 
and the meaning ascribed to them by the courts does not comport with actual 
conditions under which a large part of the commerce of the world is conducted. 
The construction placed on the term ‘‘all purchasers’’ by the courts has caused a 
departure from the concept of tariff valuation of the United States as being predi- 
cated on transactions at the wholesale level. The courts have gone beyond the 
wholesale level and wholesale practice, with the result apparently that the mer- 
chandise cannot be considered as freely offered to ‘‘all purchasers’’ unless they are 
offered under such conditions as will enable every class of buyer who might care 
to buy to make purchases on equal terms and conditions, whether they are whole- 
salers, retailers, consumers, etc. This construction is evidently impractical in 
the face of actual business realities and should be corrected. The definition of 
purchasers at wholesale provided for in section 13 is a practical and realistic one 
and will enable the increased use of the primary basis of valuation which should 
be the main objective of the statute. 

The definition of such or similar merchandise in clause (4) will for the first time 
provide a specific and practical definition of this commonly used term, the lack 
of which has greatly impeded the smooth operation of the valuation law. Even 
now, after many years of litigation and judicial construction, there is no definite 
definition of the terms “such” and “‘similar’’ available as a practical guide to the 
customs appraisers. 

Usual wholesale quantities is defined in clause (5) of subsection (g) of the pro- 
posed new version of section 402. This definition would depart from the present 
interpretation given this term by changing the rule regarding the sales and offers 
for sale which are to be considered as being in the usual wholesale quantities. The 
present interpretation has the effect in many cases of requiring consideration of 
sales and offers for sale to retailers, and sometimes to ultimate consumers, not- 
withstanding that the greatest aggregate quantity of the merchandise is sold to 
wholesalers. This often results in the rejection of a lower wholesale price in favor 
of a higher essentially retail price. The proposed definition of usual wholesale 
quantities would limit that term to the quantities in which the greatest aggregate 
amount of the merchandise was sold rather than the quantities in which the ma- 
jority of the number of individual sales or offers for sale was made. 

Under GATT (art. VII, par. 2 (b)) and under ITO (art. 35, par. 3 (b)) countries 
have the option of taking as the basis of value the sale price either of quantities 
comparable to the particular importation being appraised or of quantities in 
which the greater volume of merchandise is sold for export to the importing 
country. The bill chooses the second option which is believed to be more in line 
with historic American principles since the first option would frequently result 
in the collection of a smaller amount of duty per unit from importers who deal in 
large quantities of goods than from importers who deal in smaller quantities. 

The provisions of GATT which are pertinent to section 13 of the bill appear 
in article VII as follows: 

“1. The contracting parties recognize the validity of the general principles of 
valuation set forth in the following paragraphs of this article, and they undertake 
to give effect to such principles, in respect of all products subject to duties or 
other charges or restrictions on importation and exportation based upon or regu- 
lated in any manner by value, at the earliest practicable date. Moreover, they 
shall, upon a request by another contracting party, review the operation of any of 
their laws or regulations relating to value for customs purposes in the light of these 
principles. The contracting parties may request from contracting parties reports 
on steps taken by them in pursuance of the provisions of this article. 

“2. (a) The value for customs purposes of imported merchandise should be 
based on the actual value of the imported merchandise on which duty is assessed, 
or of like merchandise, and should not be based on the value of merchandise of 
national origin or on arbitary or fictitious values. 

“(b) ‘Actual value’ should be the price at which, at a time and place determined 
by the legislation of the country of importation, and in the ordinary course of 
trade, such or like merchandise is sold or offered for sale under fully competitive 


87474—-51—- 16 








234 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


conditions. To the extent to which the price of such or like merchandise is gov- 
erned by the quantity in a particular transaction, the price to be considered should 
uniformly be related to either (i) comparable quantities, or (ii) quantities not 
less favorable to importers than those in which the greater volume of the mer- 
chandise is sold in the trade between the countries of exportation and importation. 

*“(e) When the actual value is not ascertainable in accordance with subpara- 
graph (b) of this paragraph, the value for customs purposes should be based on 
the nearest ascertainable equivalent of such value. 

3. The value for customs purposes of any imported product should not include 
the amount of any internal tax, applicable within the country of origin or export, 
from which the imported product has been exempted or has been or will be relieved 
by means of refund. 

“5. The bases and methods for determining the value of products subject to 
duties or other charges or restrictions based upon or regulated in any manner by 
value should be stable and should be given sufficient publicity to enable traders to 
estimate, with a reasonable degree of certainty, the value for customs purposes.”’ 

The ITO contains similar provisions in article 35, paragraphs 2, 3, 4, and 6. 

The proposed revision of section 402 of the tariff act will bring our valuation 
law into conformity with the GATT and the ITO. Some of the proposed changes, 
such as the elimination of foreign value as a basis of valuation, are not specifically 
required by the provisions of either GATT or ITO, but it is believed that all of 
these changes are in conformity with the letter and spirit of the two agreements. 


SECTION MH. VALUE NOT TO BE BASED ON AMERICAN SELLING PRICE 


This section of the bill is related directly to carrying out a principle of custems 
valuation contained in the GATT and in the ITO. This principle is that ‘“‘the 
value for customs purposes of imported merchandise * * * should not be 
based on the value of merchandise of national origin * * *.” (GATT, 
art. VII, par. 2 (a); ITO, art. 35, par. 3 (a).) Both the GATT and the ITO 
provide that this principle is to be given effect at the earliest practicable date. 

For most products the United States follows the principle that dutiable values 
should be based on the wholesale selling price of the articles in the country of 
export and not on the value of domestic products. However, a few classes of 
articles, chiefly competitive coal-tar products but including also rubber footwear, 
canned clams, and low-priced wool-knit gloves, are dutiable on the basis of the 
American selling price of the domestic counterpart of the imported articles. 
Under normal conditions this method usually results in duties much higher than 
if the same rates were based on foreign value. Both the GATT and the ITO 
would require the United States to amend its laws to terminate the use of Ameri- 
ean selling price for purposes of dutiable value. 

One of the principal difficulties connected with the use of American selling 
price, under the present law, as a basis of dutiable value is that foreign exporters 
are frequently unable to estimate with any degree of certainty what the dutiable 
value of their goods is likely to be. On the other hand, the status of the particular 
goods frequently changes from competitive to noncompetitive and, on the other 
hand, it is difficult for businessmen in foreign countries to ascertain, as of any 
particular time, what the exact selling price on American merchandise is in the 
markets of the United States. 

The abolition of American selling price as a basis of value and continuance of 
existing rates on actual value would, in normal times, result in a great decrease 
in duties collected on the particular classes of products involved. The ITO would 
not prevent the United States from adjusting the rates of duty to offset that 
decrease, and in paragraph 5 of the general notes at the end of schedule XX of 
the GATT the United States reserved the right to make adjustments in rates for 
the products covered by that agreement to offset the change from American 
selling price. However, this adjustment would seem to require renegotiation of 
the trade agreement with Switzerland, effective February 15, 1936. In that 
agreement the United States has undertaken that the maximum rate of import 
duty it will assess on coal-tar dyes‘ is 40 percent ad valorem but not less than 
3'4 cents per pound plus 22% percent ad valorem. While the agreement with 
Switzerland makes no specific reference to American selling price, it permits 
the application of existing collateral provisions of law, which include those parts 
of our tariff act requiring that the ad valorem duty on competitive dyes be 
assessed on the basis of American selling price. Article V of the agreement 
with Switzerland prohibits changes in bases and methods of determining dutiable 





‘ This is the most important class of dutiable imports of coal-tar products. Tn 1948 imports of dyes were 
valued at $2.7 million out of a total importation of dutiable coal-tar products of $4.6 million. 
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value such as to make them less favorable to importers, but there is nothing to 
prevent a change making them more favorable to importers. In the absence of 
specific provision in the agreement authorizing an increase in the rate which 
we have specified as a maximum, however, it would seem that, in the event the 
United States has to change its law by abolishing American selling price as the 
basis of value, it might have to renegotiate this aspect of the agreement with 
Switzerland if it wishes to increase the rates of duty applicable when based on 
actual value under the GATT and the ITO. In such a case, the provisions of 
the GATT and the ITO for making valuation principles effective at the earliest 
practicable date would permit postponement of effectuation for a reasonable 
time to obtain adjustment of the trade-agreement commitment. 

Section 14 of the bill (subsees. (a) and (e)) proposes to eliminate from the law 
the provisions which require the assessment of duties on imports on the basis of 
“American selling price’ and (subsecs. (b), (c), and (d)) to provide a means for 
substituting rates based on the general method of valuation (see sec. 13 of the 
bill) for the rates which are now based on ‘“‘American selling price.” 

The procedure provided for in section 14 of the bill for accomplishing the sub- 
stitution of rates requires an investigation by the Tariff Commission to determine 
“reasonably equivalent” rates, that is, rates which if applied on the basis of 
“export value”” would bring approximately the same amount of duties as would 
have been collectible at the present rates if applied on the basis of ‘‘American 
selling prices.’”” Unless “equivalent rates’? were established for each individual 
article of commerce involved, it would not be possible to obtain an exact equiva- 
lence. However, establishment of rates for each individual product would unduly 
complicate the tariff, possibly resulting in as many as 10,000 different classifica- 
tions for coal-tar aaniiiaie, Accordingly, it will be necessary to establish rates 
for various groups of products, which at the time of certification are, for the group 
as a whole, approximately equivalent to the existing rates. For individual prod- 
ucts within the various groups, the certified rates would be more or less than 
equivalent. 

The new rates determined by the Commission would be certified to the Presi- 
dent, who would proclaim them, and 30 days after such proclamation the new 
rates would be substituted for the previous rates and would be assessed on the 
basis of ‘export value.’”’ It is important to note that under the bill there would 
be no change in rate or basis of valuation for goods now dutiable on ‘‘American 
selling price’’ until the new equivalent rates have been proclaimed and made 
effective. In other words, the bill suggests that the earliest practicable date for 
the abolition of the ‘American selling price’ basis of valuation is the date on 
which equivalent rates determined pursuant to section 14 of the bill are made 
effective by Presidential proclamation. 

The intent of section 14 is to continue the existing system of differential treat- 
ment for imported coal-tar products now subject to the “American selling price’”’ 
basis of valuation, depending upon whether, at the time of importation, they are 
“competitive’’ or ‘‘noncompetitive’” with domestic products. This means that 
when the equivalent rates are certified to the President and proclaimed by him 
they will be applied to anv imported coal-tar article which, at the time it is entered 
for consumption, is listed as a “competitive article.’’ If it is not then a “com- 
petitive article” (the initial determination of this question will, as now, lie with 
the customs authorities) the equivalent rate will be ignored and the present rate 
will be applied on the basis of export value. In other words, products which are 
not competitive at the time they are entered for consumption will be treated for 
tariff purposes in practically the same manner as they would be treated under the 
present law. This plan, therefore, does not contemplate change in the level of 
tariff protection provided for under existing law for the coal-tar products con- 
cerned. 

The term ‘“‘competitive article’ is defined in section 14 (c) of the bill as “fan 
article provided for in the said paragraph 27 or 28 which accomplishes results 
substantially equal to these accomplished by a domestic product when used in 
substantially the same manner.’”’ This definition is substantial!y the same as that 
now contained in paragraphs 27 and 28, 

Under subsection (c) of section 14 of the bill equivalent rates established 
pursuant to section 14 will have ‘“‘the same force and effect for the purposes of all 
provisions of law (including * * * sec. 350) fof the Tariff Act of 1930]5 as 
though it were the rate of duty for which it shall have been certified to be reason- 
ably equivalent, and each such certified rate shall be substituted in all respects 
for the respective prior equivalent rate." One of the purposes of this provision 


§ Trade Agreements Act 
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is to make no change in the present authority of the President for modification 
of duties under the Trade Agreements Act. In other words, a rate certified as 
reasonably equivalent to a rate existing on January 1, 1945, will be treated as 
though it was existing on January 1, 1945, so that it would be subject to increase 
or decrease by not more than 50 percent under the Trade Agreements Act. 
Because of the complexity of the problems involved, particularly with respect 
to the determinati - of appropriate new classifications which it would be necessary 
to establish to carry out the project of rate conversion contemplated by section 
14, the section allows the Tariff Commission broad areas of discretion. It would 
be impossible to undertake a project of this kind without a considerable amount 
of “elbow room.’’ The problems which are now apparent are fairly formidable. 
For example, the problem of estimating appropriate export values will be most 
difficult inasmuch as the great majority of the products for which such values 
must be estimated are not imported into the United States. Indeed, the problem 
of what classifications are appropriate may in many instances depend on the 
information that can be ascertained with respect to export values. No doubt 
additional problems will make themselves evident in the course of carrying out 
the project. It is impossible at this time to present any definite plan which the 
Commission would follow in carrying out its duties under section 14. If this 
section is enacted, the Commission intends to hold public hearings so that inter- 
ested parties may have full opportunity to present their views and relevant infor- 
mation, The investigation itself will probably consume a considerable amount 


of time. 
SECTION 15. SIGNING AND DELIVERY OF MANIFESTS 


This section proposes to amend section 431 of the Tariff Act of 1930 which 
relates to requirements respecting manifests of vessels arriving in the United 
States. Under existing law, these requirements are appli-d to aireraf! from non- 
contiguous countries. Under section 431 the master of a vessel must sign and 
deliver the vessel’s manifest to the customs collector. This requirement has been 
found to be unduly inconvenient in the case of aircraft, since it is not always 
practicable for a pilot of a plane to perform this duty. The proposed amendment 
would authorize the signing and delivery of the plane’s manifest either by the 
pilot or by any other authorized agent of the owner or operator of the aircraft, 
subject to Treasury regulations. It is further provided, however, that any 
irregularity of omission or commission in respect of such manifest shall be con- 
sidered attributable to the owner or operator of the craft. 


SECTION 16. CERTIFIED INVOICES AND INFORMAL ENTRIES 


Section 498 (a) (1) of the Tariff Act of 1930 authorizes the entry of merchandise 

not exceeding $100 in value by the informal-entry method, i. e., undera_ simplified 
procedure provided by Treasury regulation which avoids the need for comp ance 
with the relatively cumbersome requirements of formal entry. Section 16 would 
amend section 498 (a) (1) so as to increase the present value limitation of $100 
to $250, with further provision, however, that the Secretary of the Treasury shall 
specify by regulation any lesser maximum limit, and permits the maximum limit 
(under the $250 ceiling) to be varied by the Secretary for different classes or 
kinds of merchandise or for different classes of transactions. The proposal to 
increase the maximum value limitation for informal entries to $250 is not un- 
reasonable for a great many classes of goods, and the means of controlling the 
privilege granted the Secretary of the Treasury is designed to assure the protection 
of the revenue and prevention of abuse. The section would also enable the 
Treasury to saleonend against loss of important statistical information regarding 
imports by requiring formal entry in the case of certain classes or kinds of mer- 
chandise for which adequate statistical information would not otherwise be avail- 
able. 
Section 16 would also amend section 482 (a) in such manner as to exempt from 
the requirement of certified invoices merchandise covered by informal entries. 
At present the informal-entry procedure based on value limitations is limited to 
merchandise not exceeding $100 in value, and under section 482 no certified invoice 
is required for merchandise not exceeding this value. In view of the increase 
in the value limitation proposed by section 16, and the possibility that different 
value limitations will be made applicable for different classes of goods, it is neces- 
sary to amend section 482 if the policy of excepting merchandise covered by 
informal entries from the requirement of certified invoices is to be continued. 
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SECTION 17. AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION 


This section proposes important changes in some of the customs administrative 
laws of most ancient origin. There is no question that the provisions of lew 
affected are in need of revision. Additional duties for undervaluation have been 
on the statute books practically continuously since 1818. They originated at a 
time when the Government was in a considerably inferior position vis-a-vis the 
importer in ascertaining the “‘true value’’ of imported merchandise for customs 
purposes. The imposition of undervaluation duties was justified on the ground 
that the existing measures for preventing and punishing fraudulent undervalua- 
tion were inadequate. For example, the burden of proof was borne by the 
Government, and its ability to prove a case of fraud depended largely on what 
assistance importers of products other than the importer suspected of fraud might 
give to the Government, since the Government had no adequate facilities for 
investigating abroad regarding the ‘‘true’’ market value of the goods under sus- 
picion. Another handicap suffered by the Government was the fact that a col- 
lector of customs who prosecuted an importer for fraudulent undervaluation was 
personally liable in the event the case went against him. Thus, undervaluation 
duties were imposed whenever the official appraisement of the merchandise ex- 
ceeded the value shown in the entry by the importer, regardless of whether there 
was any actual fraud involved, and even if the customs official were to proclaim 
that the importer acted in complete good faith and entered his goods at a value 
which he (the importer) honestly believed to be the true value of the merchandise. 

In the early days when fraudulent valuation was suspected, the collector would 
call upon two merchants, Who were to appraise the goods, and the results of their 
appraisal would determine whether the importer would have to pay under- 
valuation duties: that is, if the merchant appraisers found the value hicher than 
that declared by the importer, undervaluation duties would automatically accrue. 
The Treasury complained to Congress that frequently the only experts they could 
call on to appraise the merchandise were themselves importers of the same kind 
of merchandise as the merchandise to be appraised, and that in order to obtain 
a lower valuation on their own imports they would often ‘appraise’? the merchan- 
dise under suspicion at even a lower value than that which was declared in the 
entry. Asa result of this complaint, Congress enacted that where merchandise 
was appraised duties shall not be assessed at a value lower than the value declared 
by the importer. This led to a situation where an honest importer, in entering 
his goods, had the choice of overvaluing the goods to avoid any possible under- 
valuation duties, or taking his chance with the lower value he thoucht to be the 
correct one. If he overvalued his goods and on appraisement the correct value 
was found to be lower, he nevertheless had to pay duty on the basis of his over- 
valuation. If he entered at the lower value which he considered correct, and the 
appraisement resulted in a higher value, he incurred underva! on duties. 

In an attempt to give the importer a chance to escape the di)» mma created by 
this oppressive formula (aptly described in the Treasury analysis of the bill as a 
“heads I win, tails you lose’’ rule), Congress enacted the so-called duress entry 
provision designed to give the importer a chance to escape this dilemma. By 
the procedure under this provision the importer could have the question of 
dutiable value of a shipment of merchandise litigated, and on subsequent entries 
of the same kind of merchandise he would enter at the higher value believed by the 
appraiser to be correct, and would cite the ‘‘test’’ case. [If he won the ‘‘test’’ case 
in litigation the subsequent entries would be finally appraised in accordance with 
the decision of the court. By this means the importer protects himself against 
undervaluation duties as well as against the possibility of payment of duties on 
the higher ‘‘duress-entered”’ value. Still later, Congress modified the harshness 
of the situation by permitting an importer who was required to pay additional 
duties for undervaluation to petition the Customs Court for the remission of these 
duties and to obtain such remission if he could show to the satisfaction of the court 
that the entry of his merchandise at less than the final appraised value was without 
“intention to defraud the revenue of the United States or to coneeal or misrepresent 
the facts of the case or to deceive the appraiser as to the value of the merchandise.” 

It is curious that these complicated mechanisms had to be devised to enable an 
honest importer to escape from a statutory snare which was based on conditions 
which had long ceased to exist. With the tremendous growth of this country and 
the development of facilities for communication, the Government was no longer in 


* This rule was in effect when Congress later enacted that all imported merchandise shall be appraised 
(whether or not any suspicion of fraud was present). 
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its former relatively helpless position in verifying customs entries. Moreover, 
laws were changed so as to remove the conditions which formerly made prosecu- 
tions for fraud almost futile. The burden of proof in fraud cases was transferred 
from the Government to the importer; customs officials were relieved of personal 
liability in cases where prosecution for fraud failed; enforcement laws generally 
were strengthened; and the merchant-appraiser system was abandoned and 
appraisement by official Government appraisers substituted. As a result of all 
these changes, there would seem to be little present reason for automatic under- 
valuation duties or for the basis-of-assessment rule, 

Section 17 of the bill recognizes the changed conditions and the need for 
revising the pertinent laws in the light of these changed conditions. If en- 
acted, it would limit the incidence of undervaluation duties under section 489 
of the tariff act to those undervaluation cases in which the customs appraisers 
find that the importer has failed to supply the customs with all the information 
relevant to the value of the merchandise available to him or to his principal at 
the time of entry or within a reasonable time thereafter. In other words, if the 
appraiser is satisfied that the importer acted in good faith and was fully coopera- 
tive, no undervaluation duties would be assessed. However, where the importer 
is found not to have fully cooperated in furnishing information to the customs 
authorities regarding the value of his merchandise, undervaluation duties would 
be assessed, but the importer would have the right to protest the assessment 
under section 514 of the tariff act, and, if the collector refuses to modify his 
decision, to have the issue determined by the Customs Court. 

Section 17 (d) would modify the basis-of-assessment rule in section 503 (a) of 
the tariff act so as to provide that the basis of assessment of ad valorem duties 
shall be the final appraised value, rather than this final appraised value or the 
entered value, whichever is higher. The so-called duress-entry provision (sec. 
503 (b) of the tariff act), as well as the act of July 12, 1932, which legislatively 
construed section 503 (b), would be repealed, as no longer necessary in view of the 
amendments to sections 489 and 503 of the tariff act. 

Section 17 (a) would also amend section 487 of the tariff act by deleting the pro- 
vision therein which permits an importer to amend a customs entry “at any time 
before the invoice or the merchandise had come under the observation of the ap- 
praiser for the purpose of appraisement.’’ This change would prohibit any 
amendment of the entry after entry. The amendment of section 487 of the tariff 
act is proposed by the Treasury for the purpose of eliminating the considerable 
paper work involved in allowing this privilege. It is justified by the Treasury 
Department as being a fair exchange for the modification of the harshness of the 
law with respect to the assessment of undervaluation duties and the basis-of- 
assessment rule. That is, the Treasury considers that, in view of the probably 
greatly reduced number of undervaluation duty assessments, it would be appro- 
priate to eliminate the procedure which has been developed for utilizing the amend- 
ment-of-entry privilege so as to enable importers to consult with customs appraisers 
regarding the value of merchandise and to amend the entry if such consultation 
shows it desirable to do so. 

Section 17 (ce) of the bill proposes amendments to section 501 of the tariff act. 
This section relates to appeals to the Customs Court from customs appraisements 
(findings of dutiable value). Section 501 now requires the collector to give written 
notice of appraisement to the importer if (1) the appraised value is higher than 
the entered value, or if (2) a change in the classification of the merchandise results 
from the appraiser’s determination of value. As this section is proposed to be 
amended there would be an additional requirement for notice “in any case, if the 
consignee, his agent, or his attorney requests such notice in writing before ap- 
praisement, setting forth a substantial reason or reasons for requesting the 
notice.”” The reason for this additional requirement is not clear, but it is ap- 
parently designed to insure the right of appeal to reappraisement in a case where 
the customs appraiser’s determination of value agrees with the value declared in 
the entry by the importer, that is, where the appraised value is the same as the 
entered value. Under the proposed amendment, however, such notice of ap- 
praisement would not be given unless the importer, prior to appraisement, 
requests it and gives a substantial reason for the request. 

Another amendment to section 501 proposed in section 17 (c) of the bill is to 
delete the third sentence of section 501 which reads, ‘‘No such appeal [to reap- 
praisement] filed by the consignee or his agent shall be deemed valid, unless he has 
complied with all the provisions of this act relating to the entry and appraisement 
of such merchandise.’’ If this provision were literally applied it would result in 
gross injustice in many cases, and the courts have decided in favor of the importer 
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in every case where the Government has challenged the validity of the reappraise- 
ment appeal of the importer on the basis of the provision in question. ‘This pro- 
vision (which originated in 1890) was probably a mistake. When the inquisitorial 
powers of appraisers were established in 1842, a provision was included in the see- 
tion dealing with those powers denying the right of reappraisement to an importer 
who refused to subject himself or his books and papers to examination by the ap- 
praising officers. In the 1890 Customs Administrative Act the inquisitorial and 
the reappraisement-appeal provisions were separated, and apparently through 
some misunderstanding the clause denying reappraisement to recalcitrant im- 
porters was included in the section covering appeals and the language changed to 
conform with the changed position of the clause in the act. ‘The inquisitorial 
powers of appraisers are now set forth in sections 509 and 511 of the tariff act, and 
section 510 of the act provides that if an importer shall refuse to give testimony 
when required by the Customs Court, an appraiser, or a collector, the appraise- 
ment last made of his merchandise, whether by the appraiser or the Customs Court, 
shall be final and conclusive against such importer. 


SECTION 18, COMMINGLED MERCHANDISE 


This section of the bill would revise section 508 of the tariff act which lays down 
the rule for tariff treatment of commingled merchandise, that is, intermixed 
merchandise consisting of dutiable and free merchandise or of merchandise subject 
to different rates of duty. Under the present section 508, if the quantity or value 
of each class of merchandise cannot be readily ascertained by the customs officers, 
the whole of the merchandise is subject to the highest rate of duty applicable to 
any part thereof unless the importer segregates the merchandise at his own risk 
and expense under customs supervision within 10 days after entry. The proposed 
revision of section 508 would extend the period during which segregation may be 
accomplished to 20 days after the date of personal delivery or mailing of written 
notice to the consignee that the merchandise is commingled. The proposed 
revision would also liberalize section 508 by providing a means of avoiding the 
present situation under which a commercially negligible portion of commingled 
merchandise results in the assessment of a higher rate of duty on the entire ship- 
ment notwithstanding that most of the shipment may be of a class or kind of 
merchandise dutiable at a lower rate. 

The proposed revision of section 508 would also specify the conditions under 
which the quantity or value of each class of merchandise will be considered as 
readily ascertainable by the customs officers so as to exempt the importer from the 
necessity of segregating the merchandise. Thus, if the quantity or value of each 
class of merchandise in a commingied shipment can be readily determined (1) by 
an examination of a representative sample, (2) by initial verification of packing 
lists or other documents filed at time of entry, or (3) by evidence showing per 
formance of commercial settlement tests generally accepted in the trade and filed 
in such time and manner as may be prescribed by the regulations of the Secretary 
of the Treasury, no segregation by the importer would be required. These 
specifications are to some extent a recognition of present practice under various 
judicial decisions. 


SECTION 19. CORRECTION OF ERRORS AND MISTAKES 


Section 520 (c) (1) of the tariff act authorizes the collector to reliquidate an 
entry to correct a clerical error which is discovered in any customs entry or liquida- 
tion within | year after the date of entry or within 60 davs after the liquidation 
when the liquidation is made more than 10 months after the date of entry. Such 
correction is permitted notwithstanding an importer has not protested the liquida- 
tion as he would have had a right to do under section 514 of the tariff act if he had 
been aware of the error in time to file such a protest. This relief provision origi- 
nated in 1890, after experience resulting from the enactment in 1874 of a provision 
making customs liquidations final against the Government as well as the importer 
after the expiration of the protest period. As pointed out in the Treasury's 
analysis of the bill, the interpretation of ‘clerical error’’ has been so narrow that 
it applies to little more than an error by a clerk or an error made in the performance 
of clerical work. The proposed amendment would extend the relief provision 
to cover errors involving mistakes of fact or other inadvertences not amounting 
to an error in the construction of the law, whenever such error or other inadvertence 
is adverse to the importer and is manifest from the record or established by 
written evidence. Thus, reopening customs transactions under section 520 as 
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proposed to be amended could not be for the purpose of correcting an error or 
inadvertence adverse to the Government, and this would seem to be in accord 
with the original purpose of the finality clause with respect to customs liquidations, 
which was to prevent harassment of importers by reliquidations made long 
after the duties had been settled by the original liquidation. (The Treasury 
analvsis indicates that such harassment is still possible by invoking sec. 592 of the 
tariff act.) 
SECTION 20. CONVERSION OF CURRENCY 


‘his section deals with the highly complicated subject of conversion of foreign 
currencies for customs purposes, now dealt with in section 522 of the tariff act. 
The proposed revision of section 522 was worked out over a considerable period 
of time by specialized experts in the Treasury Department. It is generally 
recognized that the present statute is obsolete in part and quite inadequate to 
cope with the complex practices in exchange manipulation which have been devel- 
oped in foreign countries over the past decade or more. For example, the problem 
of dual or multiple exchange rates which have developed in recent years from 
measures in foreign countries to control foreign exchange certainly was not 
contemplated by the Congress in 1930 when it enacted the present tariff act. This 
problem has plagued the administrative authorities as well as the importing trade 
and has been the subject of much litigation. 

The quarterly proclamation by the Secretary of the Treasury of the value of 
foreign coins as estimated by the Director of the Mint, which is provided for in 
section 25 of the act of August 27, 1894, as amended, and as reenacted by section 
522 (a) of the Tariff Act of 1930, has long ceased to have practical use so far as 
serving to provide a primary basis for conversion of currencies for customs pur- 
poses, Section 20 (a) of the bill repeals that law and substitutes a provision mak- 
ing the primary standard the par values of foreign currencies maintained pursuant 
to international agreements to which the United States is a party. At present 
this means the Articles of Agreement of the International Monetary Fund. 
Where no par values are maintained by the fund for particular currencies, and 
in the case of currencies having multiple rates of exchange, substantially the 
existing procedure under section 522 of the tariff act would be continued, subject, 
however, to any international rules which may be established in the future as 
provided for in the GATT (art. VII, par. 4) and in the ITO (art. 35, par. 5) for 
currency conversion when multiple rates of exchange are maintained: 

Section 20 (b) amends section 481 (a) of the tariff act to delete an obsolete and 
unnecessary requirement that certified invoices indicate whether the foreign cur- 
rency involved is metallie or paper. 


SECTION 21. CUSTOMS SUPERVISION 


Section 21 will introduce a new section 646 in the Tariff Act of 1930 to provide 
in effect that whenever customs supervision is required by law over any act or 
thing, such supervision may be by occasional, rather than direct and continuous, 
verification. There are many acts required to be done under customs supervision 
which do not require the continuous physical presence of a customs officer to 
insure the result which the requirement of customs supervision is designed to 
accomplish. The courts have been holding that where the act is required to be 
done under customs supervision the supervision must be direct and continuous. 
Certainly, there is a need for authority to exercise discretion in these matters, 
especially when it is realized that law-enforcement officials are usually and properly 
inclined to be zealous in assuring the protection of the Government’s interests. 


SECTION 22. DELEGATION OF AUTHORITY 


Section 22 would amend section 3 (a) of the act of March 3, 1927 (U.S. C. 1946 
ed., title 5, 281b (a)), which authorizes the Secretary of the Treasury to confer 
or impose on the Commissioner of Customs or any of the officers of the Bureau 
of Customs any of the rights, penalties, powers, or duties in respect of the importa- 
tion or entry of merchandise into, or exportation of merchandise from, the United 
States, vested in or imposed upon the Secretary of the Treasury by law. The 
yroposed amendment would extend this authority to permit the Secretary of the 
Treasury to delegate his authority not only in respect of importation and exporta- 
tion but in respect of any authority which is now or may in the future be vested 
in the Secretary of the Treasury by any law administered by the customs service. 
In addition, the proposed amendment would permit delegation of the Seeretary’s 
authority not only to the Commissioner of Customs and officers of the Bureau of 
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Customs, but to any employee of the customs service. There is no doubt but that 
administrative efficiency requires the Secretary to delegate many functions to 
subordinates. However, certain functions are legislative in nature and there would 
seem to be sound and cogent reasons for insisting that they be performed at top 
levels in the Government, or at least that each individual exercise of the function 
be expressly approved by the head of the agency. Included in this group of 
functions are the findings of injury to domestic industries in antidumping and 
countervailing-duty cases. 


SECTION 23. CONVERSION OF PROCESSING TAXES TO IMPORT TAXES 


This section of the bill provides for converting into import taxes the processing 
taxes imposed on coconut, palm, and palm-kernel oils under section 2470 of the 
Internal Revenue Code, and for the imposition of equivalent import taxes on 
materials from which these oils are produced. Section 2470 of the Internal Revenue 
Code imposes taxes on the “‘first domestic processing’ of the oils referred to. 
These taxes are distinguished from the import taxes imposed under sections 
2490-2493 of the Internal Revenue Code on various fats and oils and oil-bearing 
materials, in that the processing taxes under section 2470 are legally internal taxes 
while the import taxes are required by law to be treated for most practical purposes 
as ordinary customs duties. 

The processing taxes are imposed on products which are derived from materials 
not produced in the United States, and while legally they are interna! taxes their 
economic effect is the same as a tariff duty. Being for practical purposes taxes 
on imports, it seems desirable that their real character as import taxes should be 
recognized in the law. 

The conversion of the processing taxes to import taxes would make these taxes 
consistent with the rule of nondiscrimination against imported products in 
internal taxation——a rule which this Government has encouraged other countries 
to accept and which is included in many commercial treaties and international! 
agreements to which the United States is a party. The conversion of the proc- 
essing taxes into import taxes, or the elimination of such taxes would be required 
under the GATT, article II] of which contains the rule of nondiscrimination 
against imports in internal taxation. Similarly, sueh conversion, or elimination, 
would be required if the United States becomes a member of the ITO, by virtue 
of article 18 which contains the rule of nondiscrimination against imports in 
internal taxation. However, under the GATT, the United States specifically 
reserves the right to impose on the oils in question and on the raw materials from 
which they are derived new or additional duties equivalent to the processing 
taxes should the latter be eliminated. This reservation is not contained in the 
ITO, but nothing in the ITO would preelude the conversion of the processing 
taxes to import taxes or duties 


Subsection (a) of seetion 23 of the bil! sets up the procedure for establishing 
compensatory import taxes for copra, palm nuts, and palm-nut kernels whit 
would be r “cpuire d as incidental to converting tle processing taxes on coconut oil 
and palm-kernel oil. The proper rates would be Cetermined by the Tariff Com 
mission, which would certify them to the President, and the President would 


proclaim the certified rates. On the thirtieth day after the certified rates have 
been proclaimed, the changes in law provided for in section 23 would take effect 

Subsection (b) of proposed section 23 would amend section 2470 (b) se as to 
avoid double taxation of products, which would otherwise result from the changes 
in law proposed in section 23. 

Subsection (c) provides for the transfer of the processing taxes on coconut, 
palm, and palm-kernel oils, fatty acid derivatives thereof, and salts of such oils 
and fatty acids, to the import-tax section of the Internal Revenue Code. It 
also provides for a preference in the import taxes on Philippine coconut oil and 
copra under the same conditions as the present preference waich the Philippines 
enjoy with respect to the processing tax on coconut oil. It provides, moreover, 
for the inelusion in the import tax section of the Internal Revenne Code of the 
equivalent taxes on copra, palm nuts, and paim-nut kernels to be determined by 
the Tariff Commission under subsection (a). Subseetion (¢) would also prohibit 
payment of draw-back of taxes by reason of the exportation of byproducts re- 
salting from the production of coconut oil or palm-kernel oil in the United States; 
the purpose of this provision is to prevent lessening of the protective incidence of 
the tax on the materials. 

Subsection (d) assures that the former processing taxes converted into import 
taxes will be treated as internal taxes and not as ordinary customs duties for the 
purposes of the Philippine Trade Act of 1946, in order that no additional pre- 
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ference will accrue to the Philippines by reason of the conversion. This sub- 
section also provides that the new import taxes on coconut oil, palm oil, and palm- 
kernel! oil, and on materials from which they are produced will not be subject to 
modification under the Trade Agreements Act, since the processing taxes are not 
now subject to modification by the trade-agreements procedure. 

Subsection (e) would make a necessary technical amendment to section 2492 
of the Internal Revenue Code. 

Section 23 does not provide for the establishment of a compensatory tax on 
materials from which palm oil is produced. This is because such material, which 
is the perishable outside fleshy part of the fruit of the oil palm, is not commercially 
transportable, and accordingly there has been no commercial production of palm 
oil in the United States, nor is there any reasonable likelihood that there will be 
such production in the foreseeable future. 


SECTION 4. REPEAL OF DISCRIMINATION AGAINST IMPORTS IN CERTAIN 
INTERNAL-REVENUE TAXES 


Section 24 undertakes to modify certain laws which in practice operate to the 
disadvantage of imports as compared with similar domestic goods, although not 
all of these provisions are discriminations in a legal sense. This type of protec- 
tion of domestic products is inconsistent with article 18 of the [TO and article III 
of the GATT. In other words, wherever there is protection of domestic products 
against imports by means of internal taxation or other internal regulation, mem- 
bership of the United States in the ITO or the definitive fulfillment of the GATT 
would require the elimination of such protection. 

Subsection (a) of section 24 would eliminate the discrimination against im- 
ported oleomargarine which exists by virtue of the tax of 15 cents per pound on 
such imports imposed by section 2306 of the Internal Revenue Code. The tax 
formerly imposed on domestic oleomargarine by section 2301 of the code, was 
repealed by Public Law 459, Eighty-first Congress. 

Subsection (b) would add a new section at the end of subchapter (b) of chapter 
16 of the Internal Revenue Code, which would eliminate the discrimination against 
imported adulterated butter. The tax on domestic adulterated butter under 
section 2321 (a) (1) of the Internal Revenue Code is 10 cents per pound, while 
the tax on imported adulterated butter is 15 cents per pound by virtue of section 
2327 of the code. 

Subsection (c) would amend section 2356 of the Internal Revenue Code which 
imposes a tax of 8 cents per pound on imported filled cheese, in order to eliminate 
the discrimination against imported filled cheese. The tax on domestic-filled 
cheese is only 1 cent per pound under section 2351 of the code. 

The elimination of the internal-tax discrimination against oleomargarine, 
adulterated butter, and filled cheese will not affect the regular duties imposed 
on these products by the tariff act. 

Subsection (d) (1) of section 24 of the bill provides for the amendment of 
section 2800 (a) (1) of the Internal Revenue Code which imposes a tax on all 
distilled spirits at the rate of $6 per proof gallon or per wine gallon when below 
proof. It has been charged that this rule of taxation operates in a discriminatory 
manner against imported distilled spirits which ordinarily are below proof at the 
time of importation, while domestic spirits are usually above proof at the time 
tax is paid. This is because the imported spirits are imported in packaged form, 
i. e., in bottles for retail sale. The proposed amendment to section 2800 (a) (1) 
of the Internal Revenue Code would require the tax on both imported and domestic 
distilled spirits to be assessed on the basis of proof gallon only. 

Subsection (d) (2) would amend paracraph 811 of the tariff act to eliminate the 
requirement therein with respect to spirits that a wine gallon of measurement 
shell be counted as at least 1 proof gallon. This proposed amendment is related 
to the proposed amendment of section 2800 (a) (1), and the enactment of both 
amendments would result in the assessment of both duties and taxes on imported 
distilled spirits on the proof-gallon basis, whether above or below proof. 

Subsection (e) would amend section 2800 (a) (5) of the Internal Revenue Code 
and subject imported distilled spirits to a tax equal to the tax imposed by this 
provision of the code on the rectification of domestic spirits. ‘The tax would apply 
to any imported distilled spirits which the Internal Revenue Bureau determines 
would have been subject to the domestic rectification tax if they had been manu- 
factured or produced in the United States, and the burden of proof in establishing 
exemption from the tax will rest upon the importer. 

The enactment of subsection (d) of section 24 of the bill would operate to 
reduce materially both duties and taxes now assessed on imported bottled spirits, 
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although the imposition of the rectification tax under subsection (e) would offset 
this in part. ©n the assumption that the proof of imported bottled whisky aver- 
ages 57, the enactment of subsection (d) would result in the diminution of the 
tariff duty collected per gallon by 1936 cents and a diminution of the internal 
revenue tax collected per gallon on imported whisky of $1.17. Deducting from the 
latter the rectitication tax of 30 cents per proof vallon which would be imposed 
under subsection (e), there would be a total saving to importers of $1.:'6% per proof 
gallon— greater than the reduction in tariff which was made in the GATT. If 
the proposed amendments had been in effect with respect to 1¥ts imports of nearly 
12 million gallous of whisky, it would have resuited in the assessment of lower 
tarilf duties equal to 2.3 million dollars and lower internal revenue taxes equal 
to 19.2 million dollars 

The enactment of the amendments respecting distilled spirits will result in a 
substantial loss of customs and excise-tax revenues with no assurance of any 
decrease in the retail price to the consumer. To the extent that the savings in 
tariff and taxes are preempted by the foreign exporters, a gain would be made by 
the United Kingdom in meeting its dollar-gap problem. However, the decreases 
in tariff and taxes may be absorbed by the trade in the United States and thus 
amount to a windfall profit. It should be noted that the recent devaluation of 
the pound sterling resulted in no reduetion in the dollar price of Scotch whisky, 
and that the reduction in duty made pursuant to the GATT was likewise not 
passed on to the consumer in the case of some of the Canadian whiskies. On the 
other hand, the decrease in tariff and taxes would mean a diminution in the pro- 
tection now afforded the domestic producers and, if it does result in lower prices, 
would mean inereased competition from imports. 

The foregoing comments on the effects of the amendments proposed in section 
24 (d) of the bill do not affect the question of whether the method of assessing 
internal taxes and customs duties on imported distilled spirits constitutes a dis- 
crimination against imports within the purview of article 18 of the ITO or article 
Ill of the GATT. 

Subsection 24 (f) would repeal section 2800 (a) (3) of the Internal Revenue 
Code which imposes a tax on imported perfumes containing distilled spirits. The 
Treasury states that when this tax originated in 1917 domestic perfume was made 
with tax-paid alcohol, but when the prohibition law was enacted the Bureau of 
Internal Revenue encouraged the use of tax-free denatured alcohol in the manu- 
facture of perfume and made available a denatured-alcohol formula suitable for 
such use. Since it appears now that nearly all domestic perfume is made with 
denatured alcohol, the tax on imported perfumes containing spirits is said by the 
Treasury Department to result in discrimination against imports. 


APPENDIX 
INTERNATIONAL TRAFFIC 


* * * nothing in this act shall be construed as altering the customary 
exceptions of vehicles and other instruments of international traffic from the 
application of the customs laws * * * see. 308 (5), Tariff Act of 1930, 
as amended by sec. 4 of the Customs Administrative Act of 1938; 19 U. 8. C. 
1308 (5)). 


AUTOMOBILES AND OTHER VEHICLES TAKEN ABROAD AND RETURNED 


Automobiles, aircraft, and other vehicles, boats, teams, and saddle horses of 
domestie origin, or of foreign origin if duty-paid, together with their accessories, 
taken abroad by the owner or his agent for noncommercial use and returned for 
the account of such owner are admitted free of duty. No duty is assessed on 
repairs made abroad to such articles if the repairs are incidental to the foreign use 
and do not improve the article beyond the condition in which it left the United 
States (sec. 10.42 (a), (b), and (g), Customs Regulations of 1943). 

Automobiles, other vehicles, and small boats of foreign origin which are used 
for commercial purposes between transborder communities, such as delivery 
wagons and service trucks, are subject to duty on their first arrival, but are 
thereafter admitted free of duty so long as they are continuously employed in 
international trafic. 

BRIDGES AND TUNNELS 


Material and equipment of foreing origin for use in building a bridge or tunne! 
over or under waters between the United States and a foreign country are not 
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subjected to duty. This exception is limited to material for installation in the 
bridge or tunnel proper and does not extend to material for installation in the 
approaches on land at the United States end of the bridge or tunnel. Implements 
and plans may be landed and used on the United States shore without the payment 
of duty. All articles exempted under this practice are subject to customs super- 
vision at the expense of the builder until exported or installed. 


INTERNATIONAL CABLES 


Material for maintenance or repair of international cables under the high seas, 
which requires special storage facilities for its preservation is allowed to remain 
in specially bonded tanks and to be withdrawn therefrom for high-seas installation 
without the payment of duty and without limitation of the storage period to the 
usual 3-year warehousing period. 


RAILROAD EQUIPMENT 


Foreign railroad equipment in use on a continuous route crossing the boundary 
into the United States is admitted without entry or the payment of duty to proceed 
to and return from the end of the run; that is, in the case of locomotives, the last 
place to which the locomotive takes the in-bound train by a continuous haul, and, 
in the case of other equipment, the place of complete unloading. Switching of 
ears incident to the continuous run is permissible. On the return trip, a locomotive 
may be used only in connection with through trains crossing the boundary, includ- 
ing the switching to make up such trains, but the other equipment may be used in 
such trains or for such local traffie as is reasonably incidental to its economical 
and prompt return to the country from which it entered the United States. 
Ikmpty foreign railroad cars may enter the United States without formal entry 
to be loaded if the passengers or goods are to be transported directly to or through 
the country from which the cars entered the United States (sec. 5.12, Customs 
Regulations of 1943). 

TRUCKS, BUSSES, AND TAXICABS 

Trucks, busses, and taxicabs, of foreign or domestic origin, taking out merchan- 
dise or passengers for hire or leaving empty for the purpose of bringing back 
merchandise or » ssengers for hire are admitted free of duty without entry on 
their return to United States upon their identity being established by State 
registration cards. No duty is assessed by reason of repairs required to restore 
any such article to the condition in which it last left the United States, or by 
reason of “running’’ repairs required for the immediate safety of transportation 
(sec 10.42 (f) and (2), Customs Regulations of 1943). 

Foreign-owned vehicles arriving with merchandise or passengers destined to 
points in the United States, or arriving empty or loaded for the purpose of taking 
out merchandise or passengers, are admitted free of duty (see .10.41 (f), Customs 
Regulations of 1943). 

Mr. Cooprr. The next witness is Mr. William H. Joyce, Assistant 
Administrator for Operations, Economic Cooperation Administration. 

We appreciate your appearance and will be pleased to hear you. 
Without objection, you may proceed with your statement without 
interruption and, at the conclusion of your statement, members may 
desire to ask you some questions. 


STATEMENT OF WILLIAM H. JOYCE, JR., ASSISTANT ADMINIS- 
TRATOR FOR OPERATIONS, ECONOMIC COOPERATION ADMIN- 
ISTRATION 


Mr. Joyce. The provisions of H. R. 1535 are consistent with the 
carefully considered recommendations of individuals and groups who 
are anxious to promote foreign trade and to develop a more simple 
customs code. These provisions are similar to the recommendations 
of the ECA Commerce mission which examined the European export 
problem first hand more than 2 years ago. They follow the pattern 
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of the recommendations in the Gordon Gray report. They have grown 
out of an investigation of the customs system for which Congress 
appropriated the necessary funds. ECA wishes to go on record in 
strong support of this bill. 

Origina ly when we examined the problem of why Europe was not 
able to restore its prewar standing in United States markets and to 
earn more than a fraction of the dollars nec essary to meet its payments 
obligations to the United States, we found a wide range of causes. 
Many of the causes lay within the power of the Europeans to correct, 
but a few of them could be acted upon only by us. Generally, satis- 
factory progress was being made on the tariff structure aside from cer- 
tain specific problems which interfered with foreign sales to the United 
States. Of more importance than tariffs as a problem for foreign enter- 
prises, however, was the problem of customs procedures. Foreign 
business enterprises were often reluctant to bring new lines into our 
market because of the heavy routine of complving with the code of 
customs regulations and the uncertainties with respect to the applica- 
tion of these regulations. 

I think the valuation provisions of the bill are particularly impor- 
tant. The problem of assessing the value of imported items for pur- 
poses of calculating ad valorem duties has been complicated by the 
necessity of examining alternative bases for calculating values. The 
“foreign value” calculation has been difficult in practice and has pro- 
duced inequities. It will be a long step forward if the relatively simple 
calculation of export value is established in law as the first criterion to 
be considered. 

1 do not think there will be any substantial immediate effects result- 
ing from the enactment of this bill. Our imports from the Marshall 
plan countries are now running at an annual rate of close to $2 billion, 
which is more than double the rate prevailing in the early years of the 
Marshall plan. Some of this increase has been due to price inflation, 
but a large part of it can be attributed to abnormal imports which 
have become important since Korea. Some of these imports have 
been directly encouraged by ECA in order to ease the problem of tight 
supply situations in the United States as part of our policy of encourag- 
ing the doctrine of mutual supply between friendly nations. Steel, 
for example, currently bulks abnormally large in our import totals but 
is not likely to be maintained in current import volume over any 
extended period. 

The real value of H. R. 1535 should be judged in the long-range 
perspective. For more than 20 years our customs procedures have 
gone without major change. Changes must sometimes be made in 
order to permit foreign suppliers to operate effectively in our markets. 
| feel very strongly that the changes proposed in this bill will in the 
long run give the ‘forei ‘ign suppliers a better chance to provide the things 
we need aud to earn the dollars ne« ‘essary to buy the required United 
States goods and services. It would be regrettable if we were to miss 
this opportunity to complete a project which has been so long in the 
making and which has been so carefully studied by a large number of 
competent individuals and groups. 

Mr. Cooper. Does that complete your statement? 

Mr. Joyer. Yes; it does. 

Mr. Reep. Mr. Joyce, would it be possible for you to come back 
Monday? 
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Mr. Joycr. Yes; I could, sir. 

Mr. Reep. Some of us would like to question you but have to go 
to a meeting. 

Mr. Joyer. I can appear Monday morning and up to 2 o’clock. 
I have a date out of town after 2. 

Mr. Rerp. We would appreciate it if you could come back. 

Mr. Coorrr. I suppose you could come back later on next week 
if the committee should desire? 

Mr. Joyce. At any time. 

Mr. Coorrer. Thank you very much. 

Now Mr. Combs of Texas wants to inquire. 

Mr. Comps. I merely want to bring out from Mr. Joyce the point 
that I believe your organization, of course, has concerned itself, among 
other things, with trying to facilitate the exchange of goods between 
countries with as little red tape and irritation as possible. In other 
words, you have been trying, among other things, to standardize 
methods of trade between countries. Is not that correct? 

Mr. Joyce. We have been working toward that objective. 

Mr. Comss. You have been working toward that, so that the 
American exporter, whether shipping to England, Australia, or some 
other country, would be greatly benefited if the procedures were 
substantially the same? 

Mr. Joyce. Yes, sir. 

Mr. Comps. It would save a lot of red tape and irritation that exist 
now when an exporter has to comply with a different set of rules for 
every country to which he ships? 

Mr. Joycr. Yes. 

Mr. Comps. That being true, am I correct in the assumption— 
I think that point has been made here—that this proposed bill is 
along lines that have been substantially agreed upon on an inter- 
national level as a sort of standard you hope to extend to tariff 
regulations of other countries with which we do business? Is that 
correct? 

Mr. Joyce. We are attempting to work out bilaterally with all 
countries a certain standardization so that the flow of trade will be 
simplified. 

Mr. Comes. I understand that, but is it not true that at least a 
good many provisions in this bill are in line with what international 
agreements and talks with other countries have indicated as a sort 


of goal to be aimed for toward the standardization of those practices? 


Mr. Joyce. That is correct. 

Mr. Kean. Mr. Joyce, what is the situation right at the moment 
with respect to our balance of trade? 1 mean in the last 2 or 3 months. 
Is there a heavy deficit in dollars, or is it pretty closely balanced? 

Mr. Joyce. No. I believe the dollar deficit still obtains. 

Mr. Kean. The deficit still obtains? 

Mr. Joyce. There is still a deficit, and it is getting worse. 

Mr. Kean. It is getting worse? 

Mr. Joyce. Yes. We are exporting. 

Mr. Kean. And during the last quarter of last year there was 
almost a balance? 

Mr. Joyer. It was striking close to a balance. 

Mr. Kean. And now the deficit is greater again? 

Mr. Joyce. Yes. 
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Mr. Kean. Is that owing to the fact we are not importing quite 
as many materials as we did before for the war effort, or why is that? 

Mr. Joycr. | think the imbalance or preponderance of the problem 
is the importation of an immense amount of raw materials. 

Mr. Kean. If we are importing a great amount of raw materials, 
we get an imbalance, and now we are not in balance on account of the 
fact that we are not importing as large a number of raw materials 
as we were before; is that correct? 

Mr. Joyce. Yes; I think that is correct. 

Mr. Kean. Of course, in our exports, | suppose, we include all the 
items that the Government ships abroad. Is that counted among the 
exports? For instance, are the arms we ship to Europe included in 
the balance-of-trade figure? 

Mr. Joycr. Technically, I do not know whether arms to Europe 
are included. I assume they would be. But the arms-to-Europe 
shipment has not reached any great magnitude as yet. 

Mr. Kean. No. It is just getting started. 

Mr. Joycr. Yes; it is just starting. One of the problems of im- 
ports from Europe which were creeping up on us and actually dis- 
placing some of our things is a shortage of some raw materials for the 
Europeans, so that there is a down curve actually in some manufac- 
tured products out of Europe to United States sources now. 

Mr. Kean. And, of course, we are sending some things to Europe 
that normally we do not send in such heavy amounts, such as sulfur? 

Mr. Joyce. No. The sulfur shipments to Europe actually are less 
than they were a year ago and 2 years ago, I believe. I believe 
sulfur shipments to Britain 1s a case in point. They are of the order 
of some 25,000 or 30,000 tons less than they were. 

Mr. Kean. I| have been struck with the fact that ever since 1919, 
with the possible exception of the vears of the 1920’s when a lot of 
foreign bonds were being sold in the market of New York. the tax- 
payers of the United States have been paying for our exports. They 
did it in 1920’s through these big loans to European countries which 
were never paid; then they did it through the bonds; then we pur- 
chased gold in the 1930’s which we stored in Fort Knox to pay for 
our exports. Then came lend-lease and then the Marshall plan, 
and now we have the arms to Europe plan. So that our history from 
1919 until the present time is that the taxpayers of the United States 
have been paying for our exports. 

Is that going to continue forever? I mean is there any hope that 
in the future this won’t continue? 

Mr. Joyce. | think the record absolutely is convincingly clear that 
we have substantially subsidized exports over a period of years and 
the people paid for them. I think that is one of the things that are 
important in this customs simplification bill. We cannot continue 
forever to export in quantities substantially larger than the quantities 
we bring in; therefore any move we can make to simplify the procedure 
seems to me to be a move in the right direction. 

Mr. Kean. I think that is true. Of course, ECA, I suppose, gen- 
erally favors lower tariffs when possible for the same reason—the 
balancing of trade. For instance, in this bill we have a provision to 
make it easier for the people of Scotland to send us their Scotch whisky. 
I suppose in order to get the trade in better balance ECA is generally 
in favor of that kind of provision. 
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Mr. Joyce. Well, I personally cannot answer that. I have not 
studied that provision as to the alcoholic content and so forth. I do 
not pose as an expert on that particular provision. 

Mr. Kean. The people who testified yesterday and the day before 
from the Treasury Department verified the fact that that worked 
out as a reduction in duty. 

Mr. Joyce. I personally, before I came to work back here, was 
mixed up a great deal in foreign trade, and I have witnessed many 
inhibiting factors that exist in the complicated tariff procedures. I 
think some of those procedures, particularly section 13—I think 
section 13 is going to go a long way to simplify the simple mechanics 
of the business, where you can state the export value rather than the 
foreign value of goods as a case in point. I have personally experienced 
a great deal of trouble before coming back to work back here; so I 
have a fairly definite viewpoint on some of those things. 

Mr. Kean. You think the export value provision will make 
much easier for both importers and the Government to know quickly 
what the tariff would be? 

Mr. Joyce. I certainly do. And, after all, it seems to me if an 
American firm is interested in that kind of business, of importing 
goods and selling them in the American market, that particular 
section is drafted for the benefit of American firms which are trying 
to get a simplified method of arriving at a correct judgment of what 
the duty should be. 

Mr. Kean. There has been some criticism by some people of the 
ECA, that they supplied the machinery and the various other essen- 
tials for people in foreign countries.to build up competitive industries 
whose products then come into this country and compete with Ameri- 
can goods provided by American labor. Do you have any comment 
on that? 

Mr. Joyce. I would like to comment on that, because I have had 
that thrown at me quite a bit, and as a private manufacturer I had 
to examine that myself. It seems to me in balance that we have to 
look at what our best possibilities of trade are, and certainly it is true 
that Italy (?) as a country is a good customer for us and vice versa. 
Canada is one of our best customers, and it is right next door. They 
ship a lot of goods to us, and we ship a lot of goods to Canada. Now, 
as a case in point, take France or England or the whole of Western 
Europe excluding Western Germany, which has a gross national 
product of around $100 billion. Our gross national product is run- 
ning around $300 billion and probably will go to $350 billion. Cer- 
tainly, it seems to me, in balance, if these countries are our customers 
as witnessed by exports, of course, as they become more prosperous, 
it will add to the total trade picture. Now, spotwise, on certain 
segments, sometimes there may be some rough edges. Certainly 
I would expect that. But as a private trader and as an official of 
ECA, it seems to me the long-range interests of this country are best 
served by our aiding and strengthening the economy of the other 
countries. 

Mr. Kean. Without any consideration for whether the aid you 
give in certain specific instances may produce a product which is 
injuring our own manufacturers? 

Mr. Joycr. Well, it may be in some cases that there can be 
direct tracing of injury to a manufacturer, but I think that has been 
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true for many, many years. But again, if we are going to be an 
exporting nation, we have to face the problem that there will be 
times when some rough edges will develop, and they have to be 
worked out over a period of time. We found that true in getting 
these technical assistance teams into plants, as a case in point. 
They would say “Why should we let people go through our plants 
when they are going back with technical know-how which would be 
competitive to us?” But that point of view, I think, reached a 
crest some time ago and has been beginning to recede. 

I could cite a number of cases for you tf you would like to have 
them. 

Mr. Hoimes. Mr. Joyce, I appreciate the remarks you have just 
been making. One of the items I am particularly interested in is 
eventually working out what may happen to the invisible imports 
that might be forthcoming from the ECA activity. Do you think 
in the future the invisibles will amount to a degree of importance 
as imports from ECA activity? I mean by that credits, repayments, 
and things like that. Do you think they will become an important 
functior in the picture—the mvisible imports? 

Mr. Joyer. Frankly, 1 am not just exactly sure what you mean 
by credits. 

Mr. Hotmes. You know, in the export and import business you 
have visibles and invisibles, and the invisibles are credits coming 
back and maybe the repayment of some loans and things of that sort, 
which come back into the trade balance of this country. The thing 
I am trying to arrive at in my own nmiind is, will that section of those 
imports—-the invisibles— become an important factor in the picture. 
It may be that some day there will be some repayment on some of 
those loans in the way of credits in exchange credits or something 
like that that will not take the form of visible goods coming back 
into this country. 

Mr. Joyer. Yes; I do. 

Mr. Hotmes. Do you have any comment you would care to make? 

Mr. Joyce. No. An invisible that might be a case in point is the 
ability of a given country, through the manufacturing of a product, 
to buy what might be called some of our luxuries or surplus. 

Mr. Hotmes. And would it not be possible to have these invisibles 
come back in that particular invisible form rather then in a physical 
goods form? 

Mr. Joycr. Yes. 

Mr. Hotmes. That is a point that I think is extremely important 
in the future economy. It may contain more rough edges than certain 
imports of physical goods that are not competitive. 

Mr. Joyce. That is right. I think what might be termed as non- 
imports actually would be the ability to purchase things in this 
country. 

Mr. Houtmes. That is right. 

Mr. Joyce. And certainly our main job—we had a dead market 
after 1947. There was no market at all in Western Europe. And it 
seems to me that the efforts that have been made by ECA and every- 
body else in Government is to get those countries on their feet, which 
will put them in a position to be logical and proper customers for the 
manufactured products and the other things we produce in the years 
to come. 

87474—51——17 
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Mr. Hotmes. You remember the old doctrine, the old mercantile 
doctrine, that England used in the early nineteenth century. They 
fooled themselves. I am just wondering if, out of this ECA, we stay 
only in the study of export of physical goods without taking into con- 
sideration the impact of the invisible coming back, we will not be 
fooling ourselves. 

Mr. Joyce. We could, but I do not think we are going to. 

Mr. Houimes. | do not think we should. 

Mr. Comss. I am having a little difficulty in keeping up with Mr. 
Holmes and this “invisible’’ business. 

Let us suppose that world trade improves and that a country has 
an unfavorable balance with us, that they buy more from us than they 
sell to us. Perhaps that same country will have a favorable balance 
with some other country or countries. Some of these “‘invisibles” 
that you are talking about might come back in the form of purchasing 
power of that particular nation derived from these favorable trade 
balances. They would be able to purchase our goods because of the 
favorable balance with the other countries. 

Mr. Joyce. | would consider that an excellent example of what you 
call the “invisibles.”’ 

I want to make this clear: If we improve world trade generally we 
must look at the over-all picture rather than just trying to spot the 
situation as it would be between our country and any other single 
foreign country. We have to look at the whole world picture. 

Mr. Compas. Right. 

What we are aiming at in this bill, among other things, is to try to 
set up a system, uniform, of rules and regulations governing the 
export and import of goods, so that in our dealings with foreign 
countries our exporters will be familiar with the rules. It will facili- 
tate our shipments abroad as well as shipments from foreign countries 
to our country. 

Mr. Joyce. Completely. 

Mr. Martin. Coming to the question of the strategic and critical 
materials returning to this country through the ECA operations, 
about what amount of strategic and critical materials have we brought 
in through the ECA? 

Mr. Joyce. I do not have the figures at hand. We have production 
contracts let through the use of 5 percent counterpart. We have 
directly brought in—and I can verify these figures when I get back 
to the office--something of the magnitude of $25,000,000 to 
$26,000,000 by the purchase of goods through counterpart. 

Mr. Martin. Over what length of time? 

Mr. Joycr. Over a 3-year period. 

There is another operation that will bring in some $80,000,000 
worth of goods in contracts that have been let by our using counterpart 
in the aiding of the financing of mining development operations. 

Mr. Martin. Does that include all your operations under point 4? 

Mr. Joycr. We just have the strategic materials development pro- 
gram in the ECA. We do not have any point 4 operation as such. 

For example, one of the operations was to use our counterpart to 
lend some money to a copper company in South Africa. The return 
of that money will be in the form of copper for the stockpile. 

Now, that particular operation went to about $6,000,000 or 
$7,000,000. 
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Mr. Martin. Do your imports through the ECA all go into the 
stockpile? 

Mr. Joyce. Yes. 

Mr. Martin. ‘The Munitions Board’s stockpile of strategic and 
critical materials? : 

Mr. Joyce. Yes. We are working every day with Jess Larson and 
his group in determining what his needs are and what will be the best 
use of counterpart funds as related to his requirements. We do not 
set the requirements. 

Mr. Martin. Do you anticipate from future work abroad and con- 
tracts abroad that our imports of strategic and critical materials will 
be increased through ECA operations? 

Mr. Joyce. I do not think that we are in the business very much 
now. Mr. Wilson has set up a new operation on strategic materials 
which will keep ECA in its own field. 

Mr. Martin. Will they take jurisdiction over all foreign activities 
in that field? 

Mr. Joyce. Ido not know. What we have been trying to do in this 
business is open up the means of production; to get into a situation 
perhaps in the Congo where there was a company that had some proved 
deposits and needed some equipment, so we would wrestle around and 
get some equipment and counterpart them and enter into a contract 
to get these critical materials, with the cooperation and direction of 
Jess Larson and the GSA. 

Mr. Martin. You do not know yet whether vou will have juris- 
diction over the strategic and critical materials end of the ECA 
activities here, or whether it will pass over to this new agency? 

Mr. Joyce. | cannot tell you that. 1 do not know. 

Mr. Martin. My inquiry was not to delve into that too fully with 
you here. 1 was just leading up to the point of the application of the 
bill here before us to the strategic and critical materials field. 

In view of your experience to date with strategic and critical ma- 
terials, what is your opinion about the matter of determining value 
on the importation of those items? 

Mr. Joyce. You are getting me a little bit away from the subject. 

Mr. Martin. This is directly on the subject. ‘This is the one time 
that I am right on the subject of this bill. 

Mr. Joyer. I will try to answer that, except that ECA has not 
been directed or taken the position of determining value. 

Mr. Martin. That is one of the main features of this bill before 
us. You are here appearing in behalf of this bill, and the yardstick 
for determining value is one of the main features before this com- 
mittee right now in the legislation we are studying. 

Mr. Joycr. | misunderstood the question. IL thought you were 
referring, say, to minerals which we had developed. 

Mr. Martin. Because of your experience to date in importing 
strategic and critical materials, | would like your opinion, if you 
have one, regarding the yardstick included in this bili to determine 
the values to be applied in that field of strategic and critical materials. 

Mr. Jover. We have not determined value in acquiring physically, 
and in buying for the stockpiles, tin, zine, copper, or any other min- 
erals that have come in from the world market. 

When there is a possibility of acquiring, say, copper, we actually 
go over to Larson's office and say, “Here is an opportunity to acquire 
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so much copper. What is the price and how shall we negotiate it?” 
And Larson gives us the directive on the price, and also, if it is on 
a mining deal, where the material will be developed over a 2- or 3- 
vear period—the materials of the contract and the prices are directed 
to us by the General Services Administration. 

Mr. Marriy. You have had no actual working experience in that 
field because you delegate that to the GSA? 

Mr. Joyer. Well, GSA tell us what to do. They, after all, receive 
and stockpile the materials we give them. 

Mr. Marriy. Your knowledge of the application of the principles 
of this bill before us necessarily must be conditioned upon reports 
coming from the GSA rather than from your own actual operations. 

Mr. Joycr. On the development of strategic materials? 

Mr. Martin. I say that you get your information generally 
through GSA reports that come to you. You do not have an active 
part in the functioning of the GSA. 

Mr. Joyce. No; we do not. 

Mr. Martin. And they cover the whole broad field as well as 
strategic and critical materials, do they not? 

Mr. Joven. Yes. 

Mr. Martin. So vour knowledge about the application of this bill 
to imports of strategic and critical materials is largely what has come 
to vou from the GSA? 

Mr. Joyver. No; it has also come to us through normal trade 
channels, through business houses and through importers. 

Mr. Muanvrty. Indirectly from them and not from your own 
operations? 

Mr. Joyer. No. The actual business firms in the United States, 
and the foreign firms with whom we deal who have representatives in 
the United States, are in our shop a lot, coming in with their problems 
they face in trade situations. 

Mr. Martin. They actually carry out the details of the GSA 
operations in the acquisition of materials here in this country, and | 
presume that they were doing that in the ECA field, also. Am I right 
in that assumption? 

Mr. Joycer. Our work with GSA has been purely stockpiling up to 
date. 

Mr. Martin. Entirely stockpiling? 

Mr. Joycr. Yes. 

Mr. Marry. As to strategic and critical materials? Has that been 
the case generally? 

Mr. Joyrern. That is right. 

Mr. Marrin. They are not stockpiling anything but strategic and 
critical materials? 

Mr. Joyce. I do not know. 

Mr. Martin. You are not getting any experience from private 
firms in foreign trade as to the importation of strategie and critical 
materials, are you? 

Mr. Joyce. Not to my knowledge. We are not very much in that. 

Mr. Marriy. I would be very curious if you do pick up anything 
regarding importation of strategic and critical materials in your 
dealings with them. I would be interested in how far you are getting 
in that field yourself. You have certain limitations. As a matter of 
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fact, strategic and critical materials is not a large percentage of your 
operation. 

Mr. Joycr. No; it is not. 

Mr. Martin. And it is not a very large percentage of the total 
dealing in strategic and critical materials. Your dealings in strategic 
and critical materials through ECA is not a large part of our total 
dealings in that field. 

Mr. Joyce. No, it is not a large fraction of the total strategic- and 
critical-materials operation of the United States, by any ineans. 

Mr. Martin. When you take the value of the strategic and critical 
materials that have come to us through the ECA and measure that 
against the total yardstick of our objective for the stockpiling pro- 
gram, I cannot get too excited about the tying in of ECA to save our 
Nation in that particular field. I think it comes a little outside your 
field, and I do not want ECA to overmagnify the volume, when you 
measure the few million dollars that you do alongside the $9.5 billion 
of our total program. We have to keep our proper orientation in this 
field. 

Mr. Joyce. We have been limited, sir, by certain regulations. For 
example, and perhaps quite properly, we were not using dollars as a 
case in point to aid in the development of mineral resources throughout 
the world even though the deal looked good. 

Mr. Marrin. As to the materials you do deal with in the strategic 
and critical field, a year ago when I last had an opportunity to check 
up on your activities more than two-thirds of your dealings in that 
field dealt with five materials that are highly competitive within our 
own land. Do you know whether you have changed that picture 
any or not? 

Mr. Joycr. No. 

Mr. Martin. Copper is in that classification. That is one of them. 
At the time I last checked on your activities, the concentration of 
ECA activities in strategic and critical materials to five competitive 
items was one of the facts that I uncovered. 

Your principal service to our Nation in that field, I would say, could 
well be directed to some of the other items that are not so highly com- 
petitive. 

Mr. Joyce. We are rooting around all the time, and we were able 
to get some molybdenum. The very fact that some of these materials 
are not getting so critical is posing a problem. 

One of the things we worked on very much was trving to find out if 
there were any marginal producers around the world that we could dig 
up, or men who had an operation, or a company that had an opera- 
tion, that perhaps with some new equipment——— 

Mr. Martin. Are you speaking now with reference to molybdenum? 

Mr. Joycr. Anything on the critical list. 

Mr. Martin. I thought that vou mentioned that one. 

Mr. Joven. | did, because there was a situation on molybdenum. 

Mr. Marrin. As to that one item, our own production is so far 
ahead the rest of the world that your activity in that field would not 
relieve us much. 

Mr. Joyce. That is what we were working on. 

Mr. Martin. It would relieve us of our obligations to ship out our 
own supply. I am curious that you are interested in that phase of 
the problem. 
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There is another point that you might look into. That is, what 
percentage of our foreign activities in strategic and critical materials 
is done with some relationship to the domestic mining interests who 
own foreign holdings in that particular metal? 

Mr. Joyce. We have proceeded on the basis that any deal, and we 
are not concerned whether it is domestic or foreign—— 

Mr. Martin. You do not investigate to see whether a domestic 
firm has an interest or ownership in what you are developing abroad? 

Mr. Jover. Naturally, we would find that out. 

Mr. Marvin. I have quite an interest in that. I have a decided 
curiosity along that line. I want to encourage you to reach out into 
some of the other metals and minerals that are more strategic than 
some of those that are domestically owned in foreign fields. 

That gets back to the pomt here of this bill, and what yardstick 
you are going to use op these metals, and what objective you are 
driving toward insofar as you do venture into this field. I have no 
objection to your venturing into it, but I am watching how you do it, 
and if the yardstick set up here of valuation has any practical ad- 
vantage over the old law, I would like to have some light on the subject. 
lama little bit puzzled why you consider this bill a vast improvement 
over the present law. 

Mr. Joyce. [donot know whether section 13 would bear so strongly 
on elements such as nickel or sulfur or tin which are basic. 

Mr. Martin. How would you go about determining the export 
value of those items, as defined in this bill? 

Mr. Joven. I cannot answer that. 

Mr. Martin. The more strategic the item is, and you know what I 
mean by “‘strategic,’’ the more I am interested in learning how you 
arrive at the value. 

Mr. Joycr. [ am sure there must be people on that subject better 
technically qualified and more capable of answering the questioning. 

Mr. Manrrin. You are the first witness who has appeared before 
us in this particular hearing that has delved into the matter of critical 
and strategic materials. It is not a big percentage of vour activity, 
but I wanted to get some light on your comparison and your views 
as to the value of the proposed bill over the law as it now stands. 

Mr. Jover. Now that vou have asked the question that I cannot 
satisfactorily answer, | am going to certainly own up to it, and if I 
appear here next week | expect to have a better answer for you. 

Mr. Martin. [ would be very glad to discuss it with vou if you can 
shed any light on the subject. 

Mr. Cooper. We thank vou, Mr. Joyce, for your appearance and 
for the information that you have given the committee. We ap- 
preciate vour presence. 

The Chair is advised that Mr. Nichols would like to be recognized 
briefly to comment on previous testimony given to the committee. 


STATEMENT OF PHILIP NICHOLS, JR., ASSISTANT GENERAL 
COUNSEL, TREASURY DEPARTMENT —Resumed 


Mr. Nicuots. Mr. W. R. Johnson, in his testimony yesterday, 
had a colloquy with Mr. Mills which had to do with the possibility 
that a conversion of the processing tax on coconut oil to an import 
tax would result in the tax being subject to reductions under the 
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Trade Agreements Act, and Mr. Johnson made the suggestion that if 
the committee was concerned about that possibility a specific pro- 
vision could be put into the bill. 

He and I both inadvertently overlooked that such a provision was 
already in the bill. The provision is at page 43, lines 7 to 12, and we 
consider that it covers the point completely, and would prevent any 
renegotiation of a rate after the conversion that is proposed took effect. 

That is all | wanted to say to correct that point. 

Mr. Cooper. We thank vou for your appearance and the informa- 
tion that vou have given the committee. 

The committee will stand adjourned until 10:30 o’clock Monday 
morning. 

(Whereupon, the committee adjourned to meet on Monday, August 
13, 1951, at 10:30 a. m.) 
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MONDAY, AUGUST 13, 1951 


House or REPRESENTATIVES, 
ComMirTrEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10:30 a. m., Hon. Jere Cooper (acting chair- 
man) presiding. 

Mr. Coorrr. The committee will please be in order. 

The hearing this morning will be continued on H. R. 1535, the 
customs simplification bill. 

Our first witness on the list this morning is Mr. Harry S. Radcliffe. 

Will you please give your name, address, and the capacity in which 
you appear, for the record? 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRES- 
IDENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC. 


Mr. Rapcuirre. Harry S. Radcliffe, executive vice president, 
National Council of American Importers. 

Mr. Cooper. And what is your address? 

Mr. Rapcuirre. 45 East Seventeenth Street, New York 3, N. Y. 

Mr. Cooper. The committee will be very pleased to hear you, Mr. 
Radcliffe. 

Mr. Rapcutrre. Mr. Chairman, my prepared statement consists of 
some 30 pages in length. I am not going to burden the committee 
with reading all of it, but I would like just to hit the high spots. 

Mr. Cooper. Without objection, the entire statement will appear 
in the record, and the committee will be pleased to hear you. 

Mr. Rapcurrre. Thank you. 

The National Council of American Importers, Inc., is the only 
national trade organization which is exclusively concerned with the 
general aspects of United States import trade. The council was 
organized over 30 years ago, in March 1921, and at the present time 
comprises more than 650 member firms located in the principal 
importing centers of our country. Since its formation, the customs 
committee of our organization has given careful study and constant 
consideration to the special and administrative provisions of our 
tariff acts and related administrative laws. Representatives of the 
national council appeared before this committee and also before the 
Senate Committee on Finance in 1921 and in 1922 in connection with 
the administrative provisions of the Fordney-McCumber tariff law, 
and later in 1929 and 1930 in connection with the special and admin- 
istrative provisions of the Hawley-Smoot Tariff Act of 1930. Our 
organization was also represented at the public hearings held in 
connection with the Customs Administrative Act of 1938, and we 
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welcome this opportunity to appear before your committee in con- 
nection with the proposed Customs Simplification Act of 1951. 

The special and administrative provisions of the Tariff Act of 1930, 
as modified by the Customs Administrative Act of 1938, have been 
the subject of objective study by us in the light of practical experience 
for more than 21 years. The members of our organization have from 
time to time presented to us specific problems arising from the day- 
to-day application of these administrative laws, and we are therefore 
able to present our views on the subject of customs simplification 
against that background. 


NEED FOR CUSTOMS SIMPLIFICATION RECOGNIZED 


In 1944, the United States Tariff Commission announced that it 
would undertake a comprehensive survey of the special and adminis- 
trative provisions of the Tariff Act of 1930, and invited all interested 
parties to submit recommendations and suggestions for changes in 
existing procedures which might represent unnecessary or burdensome 
trade barriers. In response to this invitation, our customs committee 
formulated a series of specific suggestions and these were presented, 
with approval of our board of directors, to the Tariff Commission on 
May 3, 1945. <A copy of these suggestions, contained in a printed 
pamphlet entitled “Customs Administrative Law,” has been presented 
to your committee with the advance copies of this testimony. 

The importance of simplifying our customs administrative and re- 
lated laws has been the subject of much international and national 
attention in recent years. Some of these developments have been as 
follows: 

1. In the customs appropriations for the fiscal year 1948, special 
funds were made available by the Congress for a survey of the opera- 
tions of the customs service. The purpose of this survey was to 
determine how the cost of customs operations could be reduced and to 
ascertain whether the service rendered by customs could be improved. 
During this survey, it was found that while a certain amount of 
streamlining of customs procedure could be effected by administrative 
measures, many other improvements could not be put into effect 
without legislative changes. The services of a private firm of manage- 
ment consultants was employed during this survey, and a lengthy 
report known as the Management Survey of the Bureau of Customs 
was submitted to the Treasury Department. This report was never 
made public. 

On October 22, 1948, Representatives James G. Fulton and 
Jacob K. Javits serving as a special subcommittee of the House Com- 
mittee on Foreign Affairs submitted a report to the chairman of that 
committee on the proposed Charter for an International Trade 
Organization. Although that report deals with a matter no longer 
under consideration, the following significant statements relating to 
customs administrative procedure were made in it: 

These articles cover the red tape which the importer must go through in getting 
his products into a particular country. These regulations are usually so detailed 
and complex as to enable the importing country to bring about covert discrimi- 
nations. * * * Though these provisions are not among the controversial 
items of the Charter, their combined importance makes them among the most 
significant parts of the Charter from the standpoint of unshackling world trade 
as they will tend greatly to eliminate chiseling on tariff concessions (p. 14, sub- 
committee print The International Trade Organization, 80th C ong., 2d sess.). 
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3. The need for early reform in our customs procedure was given 
consideration during the important monetary conference between 
representatives of the United States, the United Kingdom, and 
Canada held in Washington during the late summer of 1949. The 
communique issued at the close of that conference on September 12, 
1949, contained the following statement on this subject: 

In the consideration of measures which creditor countries might take to reduce 
barriers to trade, it was recognized that customs procedures tiay create obstacles, 
psychological as well as actual. Technical discussions of this subject disclosed 
that the United States, through administrative action and proposed legislation, 
was already contemplating constructive steps in this field. 

4. In the report of the joint ECA-Commerce Department missions, 
submitted by the Economie Cooperation Administration in October 
1949, reference was made to United States customs administrative 
procedures. The report stated: 


The task of bringing goods into the United States market is frequently made 


difficult by antiquated and in some cases inequitable customs procedure. Undue 
delays in appraisal or in assessment of duties, as well as unnecessarily complex 
marking requirements, are among the practices most frequently complained of. 
(See appendixes N, Q, and 8. P. 12, report of the ECA-Commerce mission on 


European recovery program. 

Appendix 5 of this report contains specific proposals for the simpli- 
fication of United States customs procedures, most of which are 
covered by H. R. 1535. 

5. On November 10, 1950, Mr. Gordon Gray submitted 2 special 
Report to the President on Foreign Economic Policy. Among the 
recommendations made in that report with reference to our import 
policy was the following: 

16 (c) Reduce unnecessary and unreasonable regulatory and procedural barriers 
by administrative action and by passing the proposed Customs Simplification Act 
(p. 16, Report to the President on Foreign Econbenis Policy, Washington, Nov- 
ember 10, 1950). 

It will be noted that this report was issued after the Customs 
Simplification Act of 1950, H. R. 8304, Eighty-first Congress, second 
session, had been introduced on May 1, 1950. 

6. Early in January this vear, President Truman in his economic 
message to the Congress stated that our customs procedure should be 
simplified. Then in his budget message, the President pointed out: 

Present customs law imposes unnecessary difficulties upon the Nation’s im- 
porters and hampers the conduct of international trade. I therefore urge the 
Congress to enact legislation to simplify customs procedures along the lines of 
recommendations previously transmitted. 

Shortly after these messages were transmitted to the Congress, 
H. R. 1535 was introduced by the distinguished chairman of your 
committee. 

7. On March 16, 1951, the Committee on Appropriations of the 
House of Representatives submitted a report to accompany the 
Treasury and Post Office Department’s appropriation bill, 1952 
(H. R. 3282). This report stated: 

The committee urges that the management-improvement program in the 
Bureau [of Customs] be expedited because it is convinced that there is much 
room for improvement in several areas. It is hoped also that the Treasury 
Department will press for enactment at this session of Congress of a customs 
simplification bill which incorporates 16 recommendations for improved operations 
that require legislative action and which the committee understands will simplify 
the administration of customs service. It is expected that both increased efficiency 
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and economy will result from the approval of this proposed legislation (pp. 8 and 
9, Rept. No. 272, House of Representatives, 82d Cong., Ist sess.) 

From the foregoing outline it will be seen that for the past 4 years 
the Committees on rua es teem of the Congress and a special 
subcommittee of the Committee on Foreign Affairs of the House, the 
International Monetary Conference of 1949, the ECA-Commerce 
mission, and Gordon Gray and his associates, have all shared the 
concern of the Treasury Department and the Bureau of Customs 
over the need for customs simplification. 


OUR POSITION ON H. R. 1535 


The pending bill, H. R. 1535, is identical to H. R. 8304 which was 
introduced in the second session of the Eighty-first Congress on May 
1, 1950. Upon the introduction of that bill last year, the customs 
committee of our organization immediately studied it and made a 
detailed report to our board of directors. The board of en, 
which is the governing body of our organization, voted to approve 
this bill as it stands with but one important reservation regarding 
section 17 (a) of the bill. That section proposes to eliminate the 
present authorization for importers to amend their entries, either to 
increase or decrease the entered value, at any time before appraise- 
ment of the merchandise is completed. At the same time, our board 
of directors noted that certain minor changes in the text of the bill 
would be desirable for the purpose of clarification. Furthermore, it 
was felt that additional reforms are necessary in our customs admin- 
istrative laws along the lines that have been advocated by the na- 
tional council since 1945. In short, it is our position that while this 
bill cannot be considered as perfect in all its details, it is a very long 
step in the direction of eliminating unnecessary customs red tape. 


ANALYSIS OF THE BILL 


In the analysis of the customs simplification bill made by our cus- 
toms committee, its sections were grouped into the following four 
main categories: 

1. Sections proposing to change some of the provisions in our cus- 
toms administrative and related laws which have obstructed or cur- 
tailed import trade. 

2. Sections proposing to modernize the administrative and pro- 
cedural laws which have hampered the efficient and economical oper- 
ations of the customs service. 

3. Sections proposing to eliminate certain provisions of our customs 
and tax laws which discriminate against the imports of certain classes 
of commodities. 

To remove inconsistencies in our customs, tax, and related laws. 

Mr. Reep. Mr. Radcliffe, do 1 understand that the only question 
you have about this bill is your statement on 17 (a) of the bill; that 
is your only opposition? 

Mr. Rapcuirre. That is the only opposition to the bill. 

Mr. Reep. In other words, your statement is largely historical? 

Mr. Rapcuirre. The statement outlines the history, until we come 
to other provisions. 

It is, of course, not possible to fit each section and subsection of the 
proposed Customs Simplification Act neatly into the four categories 
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outlined because most of the provisions involve more than a single 
objective. For instance, section 13 of the bill which would revise the 
present method of valuation will relieve importers from much of the 
delays and uncertainties experienced in the past but, at the same 
time, will relieve the customs service from time consuming foreign 
investigations and will help streamline its appraisement work. 

First category: The sections of H. R. 1535 which we consider as 
most important for the benefit of American import trade are: Section 
13 relating to dutiable value; section 20 relating to the conversion of 
foreign currencies for customs purposes; section 3 repealing the special 
marking provisions for certain metal and other articles; section 17 (d) 
repealing the present provisions in section 503 (a) and 503 (b) of the 
Tariff Act which arbitrarily make the importer’s entered value the 
dutiable value if that value is higher than the final appraised value; 
section 18 relating to commingled merchandise; section 10 permitting 
importers to export, with a refund of duties paid, any goods not con- 
forming to the importer’s samples or specifications or not ordered from 
the foreign shipper within 90 days after release from customs custody; 
section 19 permitting customs officials to correct any mistake adverse 
to the importer which is discovered within | year after entry; and 
section 16 increasing the present limit for informal entries from $100 
to $250. 

Second category: The sections of the bill which seem chicfly 
directed to changes which will relieve the customs service from un- 
necessary burdens on its internal operations are: section 4 repealing 
certain obsolete reciprocal provisions; section 5 relating to assess- 
ment of duty to offset the amount of estimated draw-back on American 
goods returned; section 6 realining and clarifying the complicated 
provisions of paragraph 1798 of the Tariff Act, as amended, covering 
free entry of goods by travelers; section 7 relating to bonds for non- 
commercial exhibits in museums and similar institutions; section 8 
extending the period for temporary free entry of samples and other 
articles under bond from a maximum of 1 vear to a total of 3 vears 
where justified; section 9 extending the present duty exemptions for 
equipment and repair parts for use by foreign aircraft to foreign ships 
as well; section 11 liberalizing the administrative authority to waive 
duty collection of trivial sums of money; section 12 adding a specific 
new provision covering international rescue and salvage work; 
section 15 permitting an authorized agent rather than the pilot of an 
aircraft to sign and deliver the plane’s manifest; section 21 to reduce 
expenses incident to direct and continuous customs supervision of 
certain importer’s actions; and section 22 broadening somewhat the 
present authority of the Secretary of the Treasurv to delegate his 
duties under laws administered by the customs service. 

We believe that these proposed changes in existing law to facilitate 
customs operations are required, and we hope that the Bureau of 
Customs will suggest other changes of this nature as a result of the 
continuing Management improvement program which has been in 
progress for several vears. American importers are very anxious 
that the custom service be placed in a position to operate with a 
maximum. of efficiency and economy because during the past few 
vears there has been a serious shortage of customs personnel. This 
has caused delays in the clearance of imported merchandise as well 
as an increasing backlog of uncompleted transactions. To the ex- 
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tent that the customs service is able to streamline its operations, 
there will be an opportunity for more effective utilization of the avail- 
able personnel, although we anticipate that personnel at present levels 
will be inadequate for the next few vears even if legislation of this 
kind is soon enacted. 

Third category: The sections of the bill now before this committee 
which are aimed against the present discriminatory treatment of 
certain classes of imported commodities are: Section 24 relating to 
different rates of taxes imposed under the Internal Revenue Code on 
domestic and imported oleomargarine, adulterated butter, filled 
cheese, all distilled spirits, and imported perfumes containing distilled 
spirits; and section 23 proposing to convert certain of the present 
processing taxes into import taxes. Section 23 calls for a study by the 
United States Tariff Commission as to the import tax rates on copra, 
palm nuts, and palm-nut kernels which are reasonably equivalent to 
present processing taxes on the oils produced from them. 

The National Council of American Importers does not ordinarily 
concern itself with questions affecting individual imported commod- 
ities unless there is some general question of principle or policy 
involved. It is clear that there can be no justification for maintaining 
a different rate of internal revenue tax on any given product when 
imported than the tax rate applied to the same product when domes- 
tically produced. For this reason, we favor the adoption of section 
24 of the bill. 

We are somewhat doubtful that section 23 is desirable. In the first 
place a change of the present tax on the first domestic processing of 
coconut oil and palm-kernel oil to a proposed import tax for copra, 
palm nuts, and palm-nut kernels is only to become effective on and 
after 30 days following a proclamation by the President of reasonably 
equivalent import tax rates. Such Presidential proclamation would 
yut into effect import tax rates to be certified by the United States 
Tariff Commission as soon as each proper rate can be determined by 
the Commission. Such a determination would probably take some 
months as the Commission is notoriously understaffed, and has 
recently been given added responsibilities under the Trade Agreements 
Extension Act of 1951. In the second place, the present excise taxs 
on the first domestic processing of coconut oil is now paid by the 
domestic processor and not by the American importer. This proposal 
would shift that tax burden to the importer, and cause considerable 
hardship, because they would be required to finance the amount of 
the tax themselves for a period of some 2 to 3 months until the first 
domestic processing occurred. 

Fourth category: The two remaining substantive sections of H. R. 
1535 seem to be for the purpose of removing inconsistencies in our 
customs and related laws. These are section 2 which would amend 
the Antidumping Act of 1921 and section 303 of the tariff act to 
bring the provisions of these laws in agreement and also to insure 
that both punitive laws will not be applied to compensate for the 
same situation of dumping and export subsidy; and section 14 pro- 
viding for the ultimate elimination of American selling price as a 
method of valuation. 

The proposed changes in the Antidumping Act of 1921 are not 
entirely necessary, in our opinion, as these provisions of the law have 
always been administered in a reasonable manner and, so far as we 
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can ascertain, dumping duties and countervailing duties have never 
been imposed simultaneously to compensate for the same situation. 
There is, however, a technical possibility that this could be done, 
and the proposed amendments would clarify the law in that respect. 
We do favor the provisions of section 2 (C) of the bill which would 
amend section 303 of the tariff act to provide that countervailing 
duties will be levied only if an industry of the United States is being 
injured or threatened with injury, or is prevented from being estab- 
lished, by reason of importations with the aid of subsidies abroad. 
Furthermore, while a countervailing duty has never been imposed by 
reason of an ordinary remission or refund of duties and taxes allowed 
by foreign governments on the exportation of merchandise, it might 
possibly be held by the customs courts or the administration at some 
future time that countervailing duties should be applied in such a 
situation. The proposed amendments would eliminate that possi- 
bility. 

American selling price is a method of valuation provided for in 
section 402 (g) of the Tariff Act of 1930, and is limited in its applica- 
tion to certain coal tar products of the chemical industry dutiable 
under paragraphs 27 and 28 of the tariff act, and to a few other 
products where this basis of valuation has been applied under Presi- 
dential proclamations made pursuant to the flexible provisions of our 
tariff laws. Section 14 of the proposed bill would eliminate this basis 
of valuation after the United States Tariff Commission has an oppor- 
tunity to make a study to ascertain the equivalent rates under the 
same methods of valuation as applied to other products. Such a 
study would, no doubt, take a considerable time, and perhaps section 
14 of the bill is premature. While this is largely a matter concerning 
the chemical trade and one with which the national council is not 
directly concerned, it has always seemed unsound in principle to 
assess competitive imported coal tar products under a special method 
of valuation that results in hidden protective duty rates. Of course, 
if section 14 of the bill is not adopted, the present section 402 (g) of 
the tariff act should be added in section 13 of the bill. 


OUR VIEWPOINT ON CERTAIN SECTIONS OF THE BILL 


Returning now to those provisions of H. R. 1535 previously men- 
tioned as designed to remove some of the present administrative 
obstacles to our import trade, we should like to present our viewpoint 
on those particular sections of the bill. We are convinced that the 
adoption of these proposed changes in the present laws will remove 
many important hazards that have for a long time caused American 
importers to restrict their import operations because they cannot 
determine their landed costs or final customs obligations until long 
after their goods have been released under appropriate bonds from 
customs custody. 

A report made on behalf of this committee by Representative Robert 
W. Kean on June 25, 1949, in connection with a bill GH. R. 3810) to 
clarify procedure in ascertaining the value of foreign currencies for 
customs purposes stated the situation very clearly. 1 should like to 
quote from that report. It said: 


In recent years many foreign nations have set up systems of dual or multiple 
exchange rates for the conversion of their currencies. Such systems were prac- 
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tically unknown at the time of the passage of the Tariff Act of 1930. This has 
made it extremely difficult for importers to determine the landed cost of their 
merchandise and has made foreign trade involved and risky. Many thousands 
of cases are awaiting settlement and more are piling up each day. The Congress 
must take cognizance of these modern developments and so this bill amends 
section 522 of the tariff act to the end that our businessmen can reach a prompt 
settlement of their customs obligations with the Government so that the normal 
flow of goods should not be unduly burdened. * * * As matters now stand 
an importer does not know and cannot ascertain the rate that will be used to 
compute the amount of duty he must pay short of litigation to determine such rate. 
The situation has become acute and legislation is urgently needed (pp. 1 and 2, 
Report No. 689, House of Representatives, 80th Cong., Ist sess.). 

Mr. Reep. On page 5 of your statement you spoke about section 17 
(a) of the bill. 

Mr. Rapcuirre. Yes. 

Mr. Reep. And in line with my question with respect to the 
statement on that page, you seem to have the same interest here. 

1 note, however, you have many underlined statements of changes 
of language. Are they proposed changes in the act? 

Mr. Ravcuirre. No; they are simply for the purpose of clarification. 

Mr. Resp. That is all? 

Mr. Rapcuirre. Yes. Section 17 (a) is the only substantial change 
we suggest. 

These statements which were made 4 years ago referred to the prob- 
lem of conversion of foreign currencies covered by section 20 of the 
bill now under consideration, but they accurately describe the situa- 
tion of uncertainty and diificulty confronting American importers 
with respect to other administrative provisions of existing law.  Inci- 
dentally, H. R. 3810 was passed by the House by a unanimous voice 
vote, but failed to receive formal consideration by the Senate Com- 
mittee on Finance in 1947. 

Before discussing section 20 of the bill, 1 should like to comment on 
section 13 on “Value’’ which we regard as the most vital single step 
toward customs simplification in the entire proposed measure. 

Section 13—Value. The value of imported merchandise subject to 
ad valorem rates of duty is now determined under section 402 of the 
tariff act according to the foreign value, or the export value, which- 
ever is higher. The use of the foreign value, which depends upon 
transactions in the home markets of the exporting country rather than 
transactions for export to the United States, has long been a source of 
frustration and delays for both importers and customs officials. This 
is because the manner of conducting trade in the home markets of 
various foreign countries is often quite different from the trading 
practices of those same countries in their export business. In conse- 
quence, appraisements have been made on the basis of foreign value 
that both the importer and customs officials knew were neither 
equitable nor commercially realistic. Over and over again, importers 
have been required to make unreasonable additions to the ordinary 
commercial value of their goods because of peculiar conditions in the 
home market that had no relation whatsoever to their export-import 
transaction. In other instances, appraisement has been held up for 
long periods of time while investigations were in progress abroad or 
while litigation was pending in the customs courts on questions of 
proper application of foreign value. For example, during World 
War II the British Government imposed a luxury tax on a long list of 
products when sold at wholesale for home consumption. This tax 
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did not apply to these same products when exported, and hence was 
clearly not a part of export value under our tariff law. But the ques- 
tion did arise as to whether or not that tax was an clement of foreign 
value. Importers took the question to the Customs Court, but over 
6 vears of litigation ensued before the court ruled that the luxury tax 
was not a part of foreign value. 

Section 13 eliminates foreign value as an alternative for export 
value when higher, and makes the export value the primary method 
of valuation. This section also provides other methods of valuation 
that are to be used successively in the absence of a satisfactory 
export value. These are, in turn, “United States value,”’ ‘‘com- 
parative value,”’ and “constructed value.” Each term is carefully 
defined, and for the first time in our customs laws, certain signifi- 
cant phrases and terms are precisely defined to minimize any mis- 
understanding of their legal meaning. 

The present section 402 of the tariff act likewise provides for the 
use of United States value if neither foreign value nor export value 
can be satisfactorily ascertained. The definition of United States 
value, however, now contains unrealistic limits for general overhead 
expenses not to exceed 8 percent and for profits not in excess of 8 
percent. Those limitations cause a dutiable value which in almost 
every case is higher than the true commercial value of the goods. 
The new definition of United States value in section 13 would remedy 
this inequity. 

The next alternative in the bill, called comparative value, is some- 
thing new, but appears sound in concept as it will enable experienced 
appraising officers to use their know-how in estimating a value based 
upon comparable merchandise which is before them. In this way, 
they will be able to arrive at a dutiable value that should be approxi- 
mately the same as the export value. 

The final method of ascertaining value provided in the bill is con- 
structed value to be applied when neither export value, United 
States value nor comparative value can be ascertained. The term 
“constructed value” is a new name for the present cost of produc- 
tion method of valuation. There are many reasons for dissatisfac- 
tion with the use of cost of production as a valuation method but 
some final residual method must necessarily be provided to handle 
unusual situations. We feel that the constructed value method 
would be rarely used if section 13 is adopted, but where it must be 
used as a last resort, the new definition is a great improvement over 
the present cost of production as defined in section 402 (f) of the 
tariff act. 

Finally, we offer three minor suggested amendments to section 13 of 
the bill for the purposes of clarification: 

On line 16, page 19 of the bill, insert the word “imported” 
between the word “similar” and the syllable ‘“‘mer-”. The purpose of 
this change is to make it entirely clear that the price of similar domes- 
tic merchandise is not to be considered in the calculation of United 
States value. It is fully realized that, under the proposed section 
402 (g¢) of the bill, the term “such or similar merchandise” is carefully 
defined and specifically refers to merchandise produced in the same 
country as the merchandise undergomg appraisement. However, 
the present definition of United States value does refer to ‘“‘such or 
similar imported merchandise,’’ and some legal significance might 
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possibly be altached to the omission of the word “imported’’ in the 
proposed new act. 

2. On line 17, page 21 of the bill, delete the word ‘‘sales,’’ and sub- 
stitute “‘sales for exportation to the United States,” 

3. On lines 24 and 25, page 19 of the bill, delete the words “or 
agreement to purchase’. The terms “merchandise secured otherwise 
than by purchase” and ‘‘merchandise secured by purchase” are mutu- 
ally exclusive of each other. The addition of the words “or agreement 
to purchase’ in this section of the bill serves no real purpose, and may 
easily lead to unnecessary complications. For example, merchandise 
shipped to a person in the United States on consignment is clearly 
secured otherwise than by purchase, but if that merchandise was 
consigned to an agent of the foreign seller for the purpose of eventually 
filling an order secured prior to exportation from an American buyer, 
it might be considered as secured pursuant to an agreement to pur- 
chase, and therefore might be subject to the same allowances as for 
purchased goods. 

Section 20. Currency conversion: Section 20 of the bill relating to 
the conversion of foreign currency for customs purposes would sub- 
stitute, as a primary standard, the par values of those currencies 
maintained pursuant to the articles of agreement of the international 
monetary fund in place of the obsolete “mint par values”’ of foreign 
coins. In the case of currencies for which vo fund par values are 
maintained, or where there are multiple rates of exchange, the present 
system of basing the conversion rate upon rates certified by the Federal 
Reserve Bank of New York would be preserved, with some clarifica- 
tion. The problem of ascertaining the proper rate for the conversion 
of foreign currencies has been most difficult under the present law, 
and has often resulted in long delays for importers in their efforts to 
settle their customs obligations. The proposed provisions would go 
a long way toward solving this problem, and would certainly reduce 
delays which have, in a few situations, been prolonged for 8 to 10 
years after customs entry. 

This section of the bill has substantially the same purposes as 
Ii. R. 3810 to which reference has previously been made in my testi- 
mony. This committee approved that bill and the House passed it 
in 1947 and it should meet with ready approval now. 

Section 3. Marking: Section 3 of the bill repeals entirely special 
marking provisions which require certain metal and other articles to 
be marked with the name of the foreign producer or the importer as 
well as the name of the country of origin. The present law prescribes 
in detail as to how the markings must be affixed and if the exact 
marking does not meet every specification required when the goods 
arrive for importation, the goods must be immediately exported or 
destroyed. Other special marking provisions would also be repealed, 
and the general marking rules of section 304 of the tariff would ap- 
ply in all cases. The special marking provisions have served no 
useful purpose for consumer information, and often have unnecessarily 
obstructed imports of these special items. 

Section 17. Amendments of Entries and Duties on Undervaluation: 
Section 17 repeals the present provision that where the importer’s 
entered or declared value is higher than the final appraised value, 
the importer’s entered value nevertheless becomes the dutiable value. 
It would also amend the present provisions which subject the im- 
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porter to heavy so-called undervaluation duties where the entered 
value is lower than the final appraised value. These additional duties 
are now imposed, unless mitigated by the Customs Court, even when 
the importer has done everything in his power to furnish appraising 
officers with all pertinent information as to value he has available or 
can obtain. There are few other instances in our tax laws, if any, 
where a taxpayer who is in all respects truthful and frank is penalized 
because he assesses himself at a lower figure than the one ultimately 
determined to be technically correct. Two proposals in section 17 
have not won unanimous approval in the import trade. One is the 
elimination of so-called duress entries under section 503 (b) of the 
tariff act. Section 17 (d) of the bill proposes to delete that subsection 
entirely. We favor the retention of 503 (b) with some changes which 
I shall present later in my statement. At this point, we suggest that 
lines 24 and 25 on page 31 of the bill be changed to read “subsection 
(a).”’ and the remainder of those lines be deleted. The other is the 
elimination of the right of the importer to amend the original entry 
on the basis of subsequent information obtained by him before the 
appraiser has completed his formal finding of value. 

To retain the right to amend entries, we suggest that the bill be 
changed by adding to line 23 on page 28 of the bill “and by inserting 
in lieu thereof ‘, or at any time before the appraiser has signed his 
report of value to the collector,’ ” 

An importer is required by section 484 (a) of the tariff act to make 
entry either in person or by an authorized agent within 48 hours, 
exclusive only of Sundays and holidays, after the entry of the import- 
ing vessel, or report of the vehicle, unless a longer time is authorized 
in writing by the collector of customs. For many reasons, including 
at times the nonarrival of the consular or commercial invoice prior 
to the arrival of the merchandise, the value declared in the entry is 
tentative. The right to amend the value declared is, therefore, of 
great importance to the importer for the following reasons: 

1. He naturally wishes to correct any errors that might have been 
made in the haste of the original entry or due to incomplete informa- 
tion available at the time of entry. 

2. He prefers to deposit with the collector all of the duty he will 
ultimately be required to pay on a particular shipment, so that he 
may include in his calculations of landed cost an amount for customs 
duty which will prove the same as the duty which will be found due 
at the time of the liquidation of the entry. Otherwise, a known 
obligation to pay additional duty at the time of liquidation—which 
may be several months, or even a year or more later—would require 
the importer to keep a special account on his books and to hold in 
reserve funds for the ultimate settlement of unfinished customs busi- 
ness. 

3. In the event that the appraiser proposes to advance the entered 
value, and the importer agrees to accept such advance, he naturally 
wishes to amend his entered value to correspond. 

4. Where the original entry was made by a customhouse broker 
as nominal consignee—as is often the case—much confusion would 
occur and some credit risk might possibly be involved for the importer 
or the broker over a long period of time between the date of entry 
and the date of final liquidation. 
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We appreciate the fact that section 17 (b) proposes to amend sec- 
tion 489 of the tariff act to eliminate the inflexibility of the present 
law and to reduce the necessity for costly and time-consuming appeals 
to the customs courts when there is actually no controversy what- 
soever over t!e facts or the law. The proposed revision of section 
489 does, however, contain provisions for review and redetermination 
by the collector of the question as to whether or not the importer 
furnished all available information pertinent to appraisement. It 
also provides for appeals to the customs courts where the decision 
of the collector is unsatisfactory. In our opinion, such procedure is 
cumbersome and unnecessary as section 511 gives appraising officers 
adequate authority to inspect an importer’s books or records at any 
time. 

Mr. Comrs. May I interrupt you for a question? 

Mr. Rapcuirre. Yes. 

Mr. Comrs. Just how does the system you describe operate? 

Mr. Rapcuirre. The importer brings in goods, and a question rises 
as to the value on which he should pay the import duty. 

Mr. Comrs. Yes. And there is a test case pending at that time to 
determine the method of valuation? 

Mr. Rapcuirre. Yes. 

Mr. Compras. Now. if this test case assesses the value, that is. the 
Government contends for an assessment higher than that which the 
importer contends is correct, the importer has to put up the duty, by 
agreement, on the high valuation, then when the case is finally de- 
termined or decided, if his contention is right on the valuation he 
gets a refund? 

Mr. Rapcurrre. That is correct. He enters the goods on the value 
which the Government claims in the test case, and he deposits the 
duty on that basis. 

Mr. Comrs. I see. And the case of extensive imports, the determi- 
nation of that one case might settle hundreds of other cases, or claims. 

Mr. Rapcuirre. Yes. 

Mr. Comrs. And the settlement of that case could resolve a multi- 
plicity of suits which may be filed, by the settlement of that one action? 

Mr. Rapcuirre. Yes. 

Mr. Comps. The same issue being determined in the one decision? 

Mr. Rapcutrre. That is correct. 

Mr Comrs. And you contend that system should be preserved? 

Mr. Rapcuirre. It should be preserved. 

Mr. Comers. And you want this section 17 deleted? 

Mr. Rapcuirre. Deleted. 

Mr. Compas. You want that taken out. 

Mr. Rapcuirre. Yes. 

Mr. Comrs. What do you suggest as a substitute in its place? 

Mr. Rapcuirre. Nothing. 

Mr. Comers. Then under your construction of the pending bill, if 
we should enact this pending bill, the appraisal is made, but the 
importer would be thrown back to a system of individual suits between 
the exporter or importer and the Government. 

Mr. Rapcuirre. That is correct. 

Mr. Comrs. And that is what vou want to avoid? 

Mr. Rapcuirre. That is what we object to. 
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It is seriously doubted that the elimination of amendments of entries 
will, in fact, reduce paper work or costs for the customs service, or 
increase its efliciency. Of course, the new system of valuation result- 
ing from adoption of the proposed amendments to section 402 will 
certainly reduce the need for amendments of entry considerably, be- 
cause many present amendments of entries are made to meet appraise- 
ment on the basis of “foreign value.”’ It seems that the paper work 
involved would be merely transferred from a short period after the 
time of entry to the time of liquidation, as differences between the 
entered value and the appraised value would have to be adjusted in 
connection with liquidation. Moreover, if the entered value could 
not be amended, there would be far more formal requests for a written 
notice of appraisement under section 501 than is now the case. 

Finally, variations between the entered value and the final appraised 
value which could be readily avoided by amendment of entry will re- 
quire paper work and the time of experienced customs personnel in the 
determinations required under the proposed new section 489 as to 
whether or not the importer failed to furnish the required information 
to the appraiser “‘before that officer has signed his report of value to 
the collector.”’ 

We favor the deletion of section 17 (b) of the bill proposing to revise 
materially section 489 of the tariff act, except for lines 3 to 12, inclusive, 
on page 31, and in its place recommend the insertion of the following 
on line 24, page 28 of the bill: 

(b) the first and second paragraphs of section 489 of the Tariff Act of 1930 
(U.S. C., 1946 ed., title 19, sec. 1489) is repealed. 

The reason for this suggestion is that these paragraphs of section 
489 were incorporated in the Tariff Act of 1930 as a protection to the 
revenue against dishonest importers who might deliberately undervalue 
their merchandise in making entry by imposing an extra undervalua- 
tion duty of 1 percent of the final appraised value for each 1 percent 
that such final appraised value exceeds the entered value. The pro- 
posed section 17 (b) moderates this harsh provision to |imnit the assess- 
ment of the undervaluation duty to those cases where l.. re is not only 
an undervaluation at the time of entry by the importer, but also a 
failure on his part to furnish the appraiser with all information required 
by customs relative to the true value of the merchandise that is in his 
possession at the time of entry or within a reasonable time thereafter. 

As a practical matter, established American importers as a group 
have an excellent record of being extremely careful in making accurate 
declarations of value in their customs entries, and in amending those 
initial entries very promptly if they discover after making the entry 
that the value declared was not entirely correct. Section 489 has 
been invoked chiefly because of advances in value by the appraiser 
based upon information available to him which was not also available 
to the importer either at the time of entry or at any time before the 
appraiser made his report of value to the collector of customs. 

Where undervaluations have been deliberately made, or where there 
is an attempt to conceal or misrepresent facts bearing on the true value 
of the goods, ample protection of the revenue is provided in section 
592 of the tariff act and section 542, title 18, of the Criminal Code, 
covering fraud. In practice, customs officials usually take action 
under section 592 and the Criminal Code rather than under section 
489 in all such cases. 
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If our suggestion to repeal the first and second paragraphs of section 
489 of the tariff act is not adopted, we would then suggest one minor 
amendment to section 17 (b) of the bill, as follows: 

On line 18, page 30, of the bill, insert after the word “‘merchandise.”’: 
“ Provided, That payment of such special duty shall not be required as a 
prerequisite to said protest and review procedure.’ Section 515 pro- 
vides, as one of the conditions to a protest, that “all duties and charges 
shall be paid’’ on merchandise entered for consumption. Section 514 
refers to “the importer, consignee, or agent of the person paying such 
charge or exaction.’”’ There appears to be no reason why the special 
duty should be paid by the importer until it is finally determined on 
review under section 489 that it is to be applied. 

Finally, with reference to section 17 (f) of the bill, the following 
minor amendment is suggested to harmonize section 17 (f) with section 
17 (d) of the bill. 

On lines 5 and 6, page 32 of the bill, strike out everything after the 
word “changing” on line 5, and insert in lieu thereof: 
the third sentence to read as follows: “The basis for the assessment of duties on 
such merchandise so withdrawn for consumption shall be the adjusted final ap- 
praised value, and if the rate of duty is based upon or regulated in any manner by 
the value of the merchandise such rate shall be based upon or regulated by such 
adjusted final appraised value.”’ 

The purpose of this change is to eliminate the assessment of duties 
on the basis of the entered value or the adjusted final appraised value, 
whichever is higher. 

Section 18. Commingled merchandise: Section 18 relates to com- 
mingled merchandise, 1. e., where merchandise which is dutiable at 
one rate is so packed together or mingled with merchandise dutiable 
at another rate or with merchandise which is free of duty that the 
quantity of each class cannot be determined. The present law is 
inflexible, and subjects the whole shipment to the highest rate of duty 
if the importer does not segregate the merchandise, under customs 
supervision, within 10 days. The proposed change would extend the 
period to 20 days, and provides exceptions where it is clear that part 
of the shipment subject to duty is commercially negligible; is not 
capable of segregation without excessive cost; will not be segregated 
prior to its use in a manufacturing process or otherwise; and that the 
commingling was not done to avoid payment of proper customs 
duties. In all such cases, the lower rate of duty (including a free rate 
of duty) would apply. 

We believe that the 20-day period proposed for segregation should 
exclude Saturday, Sundays, and holidays. Therefore, we suggest 
adding on line 7, page 33, of the bill, ‘exclusive of Saturdays, Sundays, 
and holidays,”’ after the word ‘‘days.” 

Section 10. Drawback on imports not conforming to samples or 
specifications or not ordered: Section 10 permits importers to export, 
with a refund of duties paid, any goods not conforming to the import- 
er’s samples or specifications within 90 days after release from customs 
custody rather than within 30 days as at present. The same privilege 
would be extended to importers who receive merchandise which they 
had not ordered. 

Section 313 (c) of the present tariff permits merchandise not con- 
forming to the importer’s samples or specifications to be returned to 
customs custody for exportation within 30 days after release by 
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customs, but it makes no provision for merchandise not ordered from 
a foreign shipper, i. e., unsolicited merchandise. The 30-day period 
has often not given the importer sufficient time to onamee that the 
goods were not up to the standards he had specified when the goods 
were ordered, and the proposed 90-day period for this purpose will be 
much more satisfactory. In addition, we would propose that this 
subsection be further amended to provide that the Secretary of the 
Treasury should be given authority to extend this time limit by 
suitable regulations upon a showing that a particular class of imported 
merchandise cannot reasonably be returned to customs custody for 
exportation within the new 90-day period. Some classes of imported 
merchandise are imported in airtight containers, and are not ordinarily 
examined by the importer until some time after importation. Our 
suggestion is that the Secretary of the Treasury should have some 
discretion in such situations. 

Section 19. Correction of mistakes: Section 19 of the bill would 
permit customs officials to correct any mistake adverse to the importer 
discovered within | year after entry. Section 520 (c) (1) of the tariff 
act allows such correction only when they are the result of a “clerical 
error.” This subsection has been interpreted to apply merely to an 
error by a clerk or someone performing clerical work. The inability 
of the customs service to correct mistakes of fact or any other imad- 
vertence with respect to entries, appraisement, liquidation, or other 
customs transactions, has sometimes caused importers to complain 
bitterly over the unfair and unreasonable decisions that necessarily 
must be made under the present law. 

Section 16. Informal entries: Section 16 permits informal entries 
up to $250 in value as a general rule, rather than the present limit 
of only $100. Consular invoices are not required for informal entries, 
and the proposed amendment should serve to relieve foreign shippers 
and importers from needless paper work and formal procedure for 
entries of small value. The proposed amendment contains proper 
safeguards against any abuse of the increased amount by authorizing 
the Secretary of the Treasury to reduce, by regulation, the $250 limit 
for different classes or kinds of imported merchandise or different 
classes of transactions. It has been pointed out that $250 in these 
days is roughly equivalent to the value of $100 when this procedure 
was first authorized by the Congress over 60 years ago. 


ADDITIONAL SIMPLIFICATION MEASURES PROPOSED 


In addition to the changes in our customs administrative laws 
which are contained in H. R. 1535, we respectfully request considera- 
tion of some other changes which were either contained in the proposals 
put forward by our organization in 1945 or included in an interim 
report submitted on December 14, 1949, in the Office of International 
Trade, United States Department of Commerce, by the Import 
Advisory Committee of that Office. The board of d:rectors of the 
National Council of American Importers gave its full approval to the 
new suggestions, contained in that official report at its monthly meeting 
held in January 1950. These additional suggestions are as follows: 

Classification: Paragraph 1559 of the tariff act, which provides 
for the classification of imported articles not enumerated in the Tariff 
Act of 1930—we call that the “‘general basket clause’’—specifies that 
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each and every article not named in the tariff, which is similar either 
in material, quality, texture, or the use to which it may be applied, 
to any article enumerated in the tariff shall be subject to the rate of 
duty maven on the enumerated article it most resembles in any of 
the attributes mentioned. Paragraph 1559 also provides that where 
a nonenumerated article equally resembles two or more enumerated 
articles, on which different rates of duty apply, it shall be dutiable 
at the rate for the enumerated article it resembles paying the highest 
rate of duty. This rule has caused some fantastic results. For 
example, the exact quality, texture, and material in an imported 
staple fiber nylon yarn is classified under the wool schedule if the yarn 
has a crimp or crinkle in it, and under the silk schedule at different 
rates if there is no crimp init. Since the enactment of the 1930 tariff, 
many new products have been developed as a result of research and 
technological developments both here and abroad. When any of 
these new products are imported, a question of tariff classification 
arises at once, and the inflexible rule of sumilitude according to material, 
quality, texture, and possible use would be a reasonable solution were 
it not for the further rule that when a new article resembles two or 
more articles enumerated in the 1930 tariff, it must be classified 
arbitrarily under the enumerated article it resembles, in any one of the 
particulars mentioned, which bears the highest rate of duty. Collect- 
ors of customs are given no latitude whatever by paragraph 1559 to 
use their good judgment, experience, or common sense. If they find 
an imported article resembles more than one enumerated article, the 
classification must blindly follow the rule of highest rate. Under this 
rule, radar equipment was classified under the clock paragraph until 
the customs court reversed the decision many months later. The 
court held that the clock paragraph, 368, was intended by the Con- 
gress to apply to instruments designed to provide more accurate 
measurements than a radar device. 

The problem of classification is regarded as second only to the 
problem of valuation as an administrative barrier to our import trade. 
The Bureau of Customs by administrative action on November 1, 
1950, established a new system whereby foreign shippers and American 
importers might submit samples or specifications of a new article in 
advance of actual importation, and be furnished with what amounts 
to a declaratory classification. But this commendable procedure is 
futile so long as the law requiring the use of the highest rate provided 
in the tariff for any other article that is similar to the new article in 
material, quality, texture or possible use remains on the book. 

We suggest that paragraph 1559 be amended to delete the highest 
rate concept and substitute in its place the rate of duty applicable to 
the enumerated article to which it is most closely related according to 
commercial practices of the trade for which it is intended. 

Time limit on appraisement: A definite time limit should be set 
for the completion of appraisement by appraising officers. If the 
“foreign value’? method of appraisement is eleminated as proposed in 
section 13 of the pending bill, and a simple method of appraisement is 
adopted chiefly based upon facts and information readily available 
in the United States, appraisement should certainly be completed 
within 120 days after the date of entry. Accordingly we suggest 
that section 500 (a) (5) be amended to read: 

(5) To report his decisions to the collector within one hundred and twenty days 
after the date of entry. (Italie words are new language.) 
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As a safeguard to this time limit, section 501 should be amended to 
insert after the first sentence, the following: 

Where the appraiser fails to report the value to the collector within the period 
prescribed in section 500, the entered value shall become the final appraised 
value and the period within which the collector may file a written appeal for re- 
appraisement shall be one hundred and eighty days from the date of entry. 

If, as proposed in these amendments, the appraiser has 4 months to 
make a return on the invoice, and the collector has 60 days thereafter 
to call for a reappraisement, the Government has full protection for a 
period of 6 months and certainly that should be ample time for 
customs officials to determine dutiable value. 

Reappraisement: Section 501 relating to reappraisement and notice 
of reappraisement should also be amended to provide that the col- 
lector give written notice of appraisement to the consignee, his agent, 
or attorney if “‘(3) the merchandise has been entered under duress 
under the provisions of section 503.” Section 2633 of the United 
States Code, title 28, should also be amended to grant a party to any 
reappraisement trial the right to prior examination of any affidavits, 
reports, or documents to be offered at such trial. We suggest that 
after the words ‘‘may be admitted in evidence with the same force 
and effect as original documents” in section 2623 there be inserted: 
Where any of the foregoing reports, affidavits, or documents are offered in evidence, 
the party offering the same shall afford the opposing party an opportunity to 
examine such documents at least five days prior to the date of trial. 

Section 501 also now provides that values found by the appraiser 

shall be presumed to be correct and that the burden shall rest upon the 
party who challenges their correctness to prove otherwise. We sug- 
gest that this be changed by amending the last sentence of section 501 
(a) to read: 
The value found by the appraiser shall be presumed to be the value of the mer- 
chandise and the burden shall be upon the party who challenges its correctness 
to shift the burden of procf by the establishment of a prime facie case, [Italic words 
are new language to replace ‘‘to prove otherwise.’’] 

Obviously the burden of proof should rest upon any one attacking 
a finding of a public official but this burden should not extend beyond 
the establishment of prima facie case. Under present practice, the 
burden extends beyond this point. 

Duress entries: Section 503 (b) of the Tariff Act, relating to entries 
pending reappraisement, provides that if the importer certifies at the 
time of entry that he has entered the merchandise at a value higher 
than the value he believes to be the correct value because of advances 
by the appraiser in similar cases pending on appeal for reappraisement 
(so-called test cases), collectors are authorized to liquidate such 
entries in accordance with the final appraised value of merchandise 
covered by such certificates. These certificates are called ‘duress 
certificates” by importers and customs officials. We suggest that 
the importer be permitted to file these certificates not only at the 
time of entry but at the time of any amendment of the original entry. 
Of course, an amendment of the original entry must be made before 
the appraiser makes his report of value to the collector. Incidentally, 
this is an added reason why we object to the elimination of the right 
of an importer to amend his entry as proposed in section 17 (a) of the 
pending bill. We recommend that section 503 (b) of the Tariff Act 
be amended to read as follows: 
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(b) Enrries Penpinc REAPPRAISEMENT.—The importer may certify at the 
time of entry, or if entry has been made, at the time of amendment of the entry, 
that he has entered the merchandise at a value higher than the value as defined 
in section 402 because of advances by the appraiser in similar cases then pending 
on appeal to reappraisement. Imported merchandise so entered shall be ap- 
praised and reappraised, and the appraisement and reappraisement shall have 
the same force and effect as in the case of merchandise not so entered, and entries 
covered by such certification shall be liquidated in accordance with the final 
appraised value of the merchandise covered by suck certificates. 

Where an importer has made a duress entry, the test case has been 
litigated, and a favorable decision has been handed down by the cus- 
toms courts, it seems a waste of effort to require the importer to write 
a letter to the collector of customs saying that when he made the duress 
entry and contested the advance in value made by the appraiser in 
company with other importers, he was acting in good faith. The 
question of whether or not he acted in good faith would seem to be 
immaterial after his contention has been sustained by the court. 

Consular invoices contents: There is no reason related to customs 
valuation for requiring a foreign exporter to include, in the statement 
on his invoice of charges, the amount or percentage of commission 
he may pay to an agent or representative in the United States who 
may have arranged for the sale of the foreign merchandise on behalf 
of such foreign exporter. Such a commission necessarily forms a 
part of the selling price, and the statement on the invoice of the exact 
amount of such commission is embarrassing to all concerned. We 
suggest that section 481 (a) (8) of the Tariff Act be amended to change 
the words “including commissions” to “including buying commis- 
sions.”” Buying commissions paid by the importer are nondutiable 
charges and are properly deductible if included in the invoice price. 
In H. R. 1535, page 37, lines 12 to 15, subparagraph (8) would be 
new subparagraph (7) of section 481 (a). 

Certification of consular invoices: Section 482 (f) of the Tariff Act 
provides that when merchandise is to be shipped from a place so re- 
mote from an American consulate as to render impracticable the 
certification of the invoice by an American consular officer, such in- 
voice may be certified by a consular officer of a nation at the time in 
amity with the United States. This subsection further provides that 
if neither an American consular officer nor a consular officer of a friendly 
nation is available, the invoice may be certified before a notary public 
or other officer authorized to administer oaths and having an official 
seal. We suggest a simple amendment to provide for the certification 
of consular invoices by an established chamber of commerce or a 
similar recognized trade body as an alternative to certification by a 
notary public. Certainly, the certification by a foreign business 
organization concerned with the export-import trade of its country 
should be as effective—and perhaps more so—than the certification 
of a foreign notary public who might be totally unacquainted with 
international trade matters. 

Time limits: We suggest that several provisions of the customs 
administrative law be changed to allow more time for the perform- 
ance of certain acts. H. R. 1535 proposes to give the importér more 
time to segregete commingled merchandise, to return for export mer- 
chandise not up to sample, and to do certain other things. In addi- 
tion we regard the following amendments necessary and desirable: 
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(1) General order period: Section 484 (a) of the Tariff Act requires 
that entry shall be made by the importer or his agent within 48 hours, 
exclusive of Sundays and holidays, after the entry of the importing 
vessel or report of the importing vehicle, or after the arrival at the 
port of destination in the case of merchandise transported in bond, 
unless the collector of customs authorizes a longer time. This 48- 
hour period is known as the general order period, and the collector’s 
authorization of additional time is known as an extension of the gen- 
eral order period. In actual practice, it is almost a routine operation 
for an importer, or his customs broker, to request an extension of the 
initial general order period. In recent years, whenever a Saturday is 
a part of that initial period, such an extension is invariably needed 
because the customshouse is now closed on Saturdays. We recom- 
mend that section 484 (a) be amended to substitute “within seventy- 
two hours, exclusive of Saturdays, Sundays, and holidays’? for the 
words “within forty-eight hours, exclusive of Sundays and holidays.” 

2. Production of certified invoice: Section 484 (b) authorizes the 
entry of merchandise without the production of a consular or certified 
invoice if the importer makes a verified declaration that he is unable 
to produce such an invoice and furnishes a satisfactory customs bond 
to assure that he will procure @ certified invoice within a 6-month 
period. In practice, importers often apply for an extension of the 
6-month period where they have difficulties in securing the docu- 
ment. Section 484 (b) also authorizes the Secretary of the Treasury 
to make such exceptions as he may deem advisable from the require- 
ments for the production of a certified invoice, but there is no specific 
authority for an extension of the 6-month period. Accordingly, we 
suggest that subparagraph 484 (b) (3) be amended to read: 

(3) Such person gives a bond for the production of such certified invoice within 
6 months, which period may be extended at the discretion of the Secretary of the 
Treasury for a further period of 6 months. [Italic words are new language.] 

A much simpler amendment might be made to substitute “one year’ 
for the words “six months” in this subparagraph to avoid the necessity 
for an application for an extension by the importer, and admin- 
istrative consideration of each such application by customs officials. 
Naturally, importers have every incentive to secure the missing con- 
sular invoices as quickly as possible to terminate their obligations 
under the bond they furnish. 

Draw-back period: Section 313 of the tariff law provides for the 
refund of duties, less an amount of 1 percent of such duties, as draw- 
back upon imported material used in the manufacture of domestic 
articles which are exported. Section 313 (h) provides that no draw- 
back shall be allowed unless the completed domestic article is exported 
within 3 vears after importation of the imported merchandise involved. 
There would appear no reason for requiring the exportation of domestic 
articles made with the use of imported materials, ingredients or com- 
ponent parts in so short a period. There would be no more risk to the 
Government in extending this period to 5 years, and no administrative 
difficulties would be presented. We suggest that section 313. (h) 
be amended by substituting “five vears”’ for the words “three vears.”’ 

Substitution for draw-back purposes: Section 313 (b) of the Tariff 
Act permits the payment of draw-back upon the exportation of 
domestic merchandise manufactured or produced with the use of 
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duty-paid sugar or nonferrous metal, or ore containing nonferrous 
metal, and duty-free or domestic merchandise of the same kind and 
quality. There would appear to be no reason why this substitution 
privilege should be limited to sugar, nonferrous metal, or ore con- 
taining nonferrous metal. We suggest that section 313 (b) be amended 
to substitute “imported duty-paid merchandise, and duty-free or 
domestic merchandise of like kind and quality” for the words ‘“‘im- 
ported duty-paid sugar, nonferrous metal, or ore containing nonferrous 
metal, and duty-free or domestic merchandise of the same kind and 
quality.”” We further suggest that “three years’’ be substituted in 
this same subparagraph for the words “one year’. The 1-year 
period has been found to be too short, and there is no particular reason 
why it should not be a 3-vear period. 

Report by Tariff Commission: Section 340 of the Tariff Act directed 
the United States Tariff Commission to submit a report to the Con- 
gress no later than July 1, 1932, of an ad valorem rate of duty which 
if applied on the basis of “domestic value’’ would have resulted as 
nearly as possible in the same amounts of duty as would have been 
collectible on the basis of value as defined in section 402 of the Tariff 
Act of 1922. This report (U. S. Tariff Commission Reps. No. 45 
and 46, second series, 1932) was submitted to the Congress by the 
Tariff Commission over 19 years ago, and the section is dead wood in 
the law. We suggest that section 340 (U.S. Code, 1946 ed., title 19, 
sec. 1340) be repealed. 

CONCLUSION 


In conclusion, we urge the enactment of a Customs Simplification 
Act of 1951 by the Congress at the present session. If this should not 
prove possibl: because of pressure of other important business at this 
session, we hope H. R. 1535 will be adopted, with such changes as 
may appear desirable, as the “Customs Simplification Act of 1952.” 

American businessmen dealing in imported merchandise, or using 
imported raw materials for the domestic products they manufacture, 
have been handicapped for many, many years in their import opera- 
tions because of the unnecessary complexities of our customs admin- 
istrative laws. I venture to say that no other class of American 
taxpayer has experienced so much delay and uncertainty as to his 
final obligation to the tax collector as has the American importer. 
Questions of classification that have required years of litigation in the 
customs courts; questions of valuation that have postponed final 
appraisement for years; prolonged investigations abroad to ascertain 
facts as to marketing practices or currency values; and a multitude 
of minor annoyances that spring from the present antiquated, and in 
some cases inequitable, customs procedure make the business of 
importing unnecessarily involved and difficult. One of the most 
important considerations for any business venture is a feirly exact 
knowledge of the cost of the products bought and sold or the materials 
entering into the product manufactured. American importers in 
many lines have for years been unable to calculate their landed costs 
with any degree of certainty, and have been obliged either to overprice 
their goods for safety or to take tremendous risks. 

There is no question whatever that these hazards have served to 
restrict and unduly burden our import trade for over two decades, and 
this in turn has directly reduced the potential of our export trade. 
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Aside from the obvious desire of American importers for the sim- 
plification of customs procedure so that they may settle their final 
customs obligations without delay, it should be noted that the United 
States has long advocated the reciprocal reduction of unnecessary 
customs red tape by the trading nations of the world. The very 
fact that the Congress has begun the present hearings on the subject 
of customs simplification will be noted in the capitals of all friendly 
countries with deep satisfaction. When the simplification bill be- 
comes law, it is hoped that other nations which have outmoded and 
cumbersome customs regulations will follow our good example. 

Mr. Comers. Mr. Radcliffe, may I ask you a question with reference 
to amended declaration? 

Mr. Rapeutrre. Yes. ;, 

Mr. Comps. If you are contending for the right to file amended 
declarations, of entry 

Mr. Rapeurrre. That is right. 

\Ir. Comss. The pending bill would eliminate that? 

Mr. Rapcuirre. Yes; strikes it out completely. 

Mr. Comps. And you have pointed out in vour statement the bene- 
fits for having the right to file an amended declaration? 

Mr. Rapcuirre. Yes. 

Mr. Comss. In other words, you are contending for a system that 
will permit payment on the amended return of declaration? 

Mr. Rapeurrre. Yes. 

Mr. Comps. Rather than have it continue for a long period of 
time? 

Mr. Rapceurrre. That is right. We find that many times importers 
will enter goods based on the market value, but the appraiser’s office 
in handling the imports of the same kind of goods, but a greater num- 
ber of imports, and the appraiser will have better information as to 
the value. And, he may notify importer A, for instance, to the effect 
that he must have bought the goods a long time before the market 
went up, and that he is going to have to pay 6 percent, or 5 percent 
more, or whatever it may be. The importer will say, “That is O. K. 
by me.”’ Now, why should he be denied the right to amend? He 
knows he is going to have to pay, and he is going to be charged the 
duty on additional valuation. 

Mr. Comns. Would it be correct to say that these amended returns 
would arise only where there has been an increase in the dutiable value? 

Mr. Rapcurre. Or where the importer may have received some 
subsequent information. 

Mr. Comss. And the importer has reached the point where he is 
willing to concede the customs service valuation? 

Mr. Rapcuirre. Yes. 

Mr. Comss. And your contention is that he should be privileged 
to have the goods come in, based on the value on which he pays the 
duty with the right to amend? 

Mr. Rapcuirre. Yes. 

Mr. Comss. That only arises when he concedes the Government’s 
duty? 

Mr. Rapeutrre. That is right. 

Mr. Comss. I see. In other words your contention is that will 
permit the goods to come in and permit the importer to amend his 
duty declaration, and pay the additional duty? 
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Mr. Rapcutrre. That is correct. 

Mr. Comss. Now, let me ask you one other question with reference 
to this highest value concept. Is that imposed by the existing statute 
or by regulation? 

Mr. Rapcuirre. By law. 

Mr. Comss. By existing law. 

Mr. Rapcuirre. Yes. 

Mr. Comss. Not imposed by Treasury regulation? 

Mr. Rapveuiree. That is correct. 

Mr. Comps. You are proposing the elimination of the concept, I 
assume, by change in the law? 

Mr. Rapcuirre. Yes. 

Mr. Comes. What would you suggest in the way of amendment? 

Mr. Ravcutrre. We have not drafted any language. We will be 
glad to, if it will help the committee. In general we believe that an 
article resembling two other articles, not clearly specified in the law, 
that instead there should be some clarification more nearly in accord- 
ance with the commercial practice and trade utilizing the article in 
question. 

Mr. Comrs. Here is the point I had in mind. There are inventions 
and new developments taking place all the time and inevitably more 
items will appear in import and export trade, and it seems to me that 
we ought to be thinking of these new goods, that there should be some 
such clarification by Treasury regulation until such time as Congress 
sees fit to legislate with respect to them, and | was wondering what 
you might think of permitting the Treasury Department to make a 
classification until such time as Congress passes a law. 

Mr. Rapeurrre. | would certainly agree to that, and there was 
nothing I said that was intended to limit the Treasury; just the reverse. 
Now, at the present time, the customs office, when it finds that the 
new article bears a resemblance to two articles, they have no discre- 
tion; it automatically bears the higher rate of duty. 

Mr. Comes. | understand, and I was raising the question of whether, 
pending legislation by the Congress, permits the customs service to 
cover it by regulation. 

Mr. Rapcuirre. That would be perfectly agreeable to us. I think 
Customs has done an outstanding job in these classifications, and | 
think if you give to the Secretary of the Treasury, or the Bureau of 
Customs, as it turns out to be, the full discretion in regard to these 
items, the importers would agree. 

Mr. Jenkins. Mr. Radcliffe, you say the President has signed the 
bill, H. R. 2192? 

Mr. Rapcuirre. Yes, he signed that last Tuesday; that became 
Public Law 108. 

Mr. Jenkins. I was anxious to find out, because that is my bill. 

Mr. Rapeuirre. That is Public Law 108. 

Mr. Cooper. Does that conclude your statement? 

Mr. Rapetirre. Yes, Mr. Chairman. 

Mr. Cooper. We thank you very much for the information you 
have given the committee. 

The next witness is Mr. John C. Ray. 
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STATEMENT OF JOHN C. RAY, CHAIRMAN, IMPORT AND CUS- 
TOMS COMMITTEE, DETROIT BOARD OF COMMERCE, DETROIT, 


MICH. 


Mr. Ray. My name is John Ray, located at 1302 La Fayette 
Building, Detroit, Mich. I am appearing for the Detroit Board of 
Commerce. Il appear here as the chairman of the import and customs 
committee of the Detroit Board of Commerce, in behalf of the adoption 
of the Customs Simplification Act of 1951. 

The Detroit Board of Commerce, by appropriate resolution, favors 
the enactment of the Customs Simplification Act of 1951 for the 
following reasons—and, Mr. Chairman, I would like to file the 
resolution at this point. 

Mr. Cooper. Without objection it will be filed. 

(The resolution referred to is as follows: ) 


ReEsoOLuTION OF Derroir Board oF COMMERCE 


The Detroit Board of Commerce representing the many vast and diversified 
industries and businesses operating within the Detroit area whose connections 
and investments are extended throughout the world, has for the past several vears 
been concerned with the cumbersome, complicated, and unnecessary United 
States customs regulations and restrictions. We believe they have created a 
needless hardship for United States importers and, thereby, had an adverse effect 
upon United States exporters, consumers, and the employment of labor. 

The board of directors of the Detroit Board of Commerce therefore respect- 


fully urges the adoption of H. R. 1535. 
Harvey CamprReE.t, 
Executive Vice President. 

Aveust 10, 1951. 

Mr. Ray. The customs port of Detroit is a major port of entry and 
exportation, ranking fourth in the total amount of dollar volume of 
imports and exports. It has been the sad experience of importers at 
Detroit that there have been, under the present customs laws, delays 
and other annoyances of various sorts in the entry of merchandise. 
These cannot be attributed to the inefficiency and inapplication of the 
customs service which, at Detroit still has the same number of em- 
jlovees that it had in 1937, even though the dollar volume of business 
handled by the office has inereased substantially in the interim, but 
are chargeable to the antiquated complexities of the several provisions 
of the present Tariff Act of 1930, as amended. 

The most proveking delays are those involving valuation of im- 
ported merchandise. Under the present law, it is not at all infrequent 
to be advised long after the imported merchandise has been sold at 
what was considered a reasonable profit, that the entered dutiable 
value was advanced by the appraiser and additional duties had to be 
paid, which in some instances wiped out the profit. Such experience 
with the customs laws has prompted some importers in our area to give 
up importing which is to the detriment of the well-being of the world 
economy which we, as a Nation, are endeavoring to foster. 

We shall limit our remarks to those sections of the proposed act 
which, we feel, are particularly constructive improvements over corre- 
sponding provisions of the existing Tariff Act of 1930. 

Although section 13 of the Customs Simplification Act of 1951 
will not completely simplify valuation of importations, it should 
remove one of the most serious obstacles to increase of international 
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trade. Under the present law on ad valorem duty importations, the 
United States customs appraiser must determine and apply the higher 
of the foreign or export values and, if such are not available or deter- 
minable, then to apply the United States value of like or similar 
merchandise; and, failing in this, then to apply a “cost of production” 
value. In some cases, notably chemicals, the American selling price 
is mandatorily applied in the first instance. The Customs Simplifica- 
tion Act of 1951 eliminates consideration of foreign value and makes 
export value the preferred method, if it can be determined. Then 
follows ‘‘United States value,” “comparative value,”’ and “constructed 
value,” respectively. American selling price is entirely eliminated 
for duty purposes. Elimination of foreign value and substitution 
of export value as the preferred method will make valuations more 
realistic and more readily ascertainable to importers and customs 
officials. The “United States value,” “comparative value,’ and 
“constructed value,” as defined in the proposed act, are substantial 
improvements over the present tariff provisions. They eliminate 
arbitrary or fictitious valuations and produce a system of valuation 
which is fair and equitable, based upon true values as near as can be 
determined. 

Section 17 of the proposed act dealing with amendmert of entries 
and duties on undervaluation is a particularly good and constructive 
step toward improving international trade, and we wholeheartedly 
recommend its adoption. Under sections 489 and 503 of the present 
law, the importer must give the final appraised value at his peril, 
subjecting himself to an undervaluation duty if he fixes too low a 
figure, and if, to be on the safe side, he fixes it too high, he receives 
no benefit from the final appraisement. The present law also pro- 
vides an additional wet As aba duty of 1 percent of the final 
appraised value of the merchandise for each 1 percent that such final 
value exceeds the value as “entered”? by the importer; and, if the 
appraised value exceeds the entered value by more than 100 percent, 
the entry will be considered presumptively fraudulent and the mer- 
chandise subject to seizure and forfeiture. Section 489, with its 
complexities and the heavy penalties and costs which can be incurred 
under it, has been a particular bugaboo to international trade. Under 
section 17 of the proposed act, this will be eliminated, and importers 
who are cooperative with customs officials in making full disclosure 
of all particulars on entry need no longer fear incurring additional 
duties because of undervaluation. Section 17 of the proposed act 
also repeals the present unfair provision that where the importer’s 
entered or declared value is higher than the final appraised value, 
the importer’s entered value, nevertheless, becomes the dutiable 
value. 

Section 19 of the proposed act dealing with correction of errors and 
mistakes will permit customs officials to correct any mistake adverse 
to the importer if discovered within 1 year after entry. Under the 
present law, such correction can only be made when the situation is 
the result of a “clerical error.”” Present interpretations of “clerical 
error’ are too narrow. The inability of the customs service to correct 
patent mistakes or inadvertances with respect to entries, appraise- 
ments, liquidations, or other customs transactions, has on occasion 
caused importers in our area to complain bitterly over the unfair and 
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harsh decisions that necessarily followed. The proposed change is 
replete with common sense and by all means should be adopted. 

In conclusion, we urge the enactment of the Customs Simplification 
Act of 1951 at the present session of Congress. It is extremely im- 
portant for business to have a fairly exact knowledge of the cost of the 
products bought and sold or of the materials entering into the products 
manufactured by it. The proposed act will permit importers to cal- 
culate their landed cost with some degree of certainty. It will also 
eliminate the horror of additional penal duties for undervaluation and 
remove a number of other minor annoyances inherent in the present 
tariff laws. 

Mr. Cooper. Does that complete vour statement? 

Mr. Ray. I have limited myself entirely to the major points that 
we consider to be matter of value, and the penalties attaching to 
undervaluation and a correction of errors. 

But, in a constructive way, we would suggest also certain modifi- 
cations in the proposed act as it pertains specifically to the business at 
Detroit, and dealing with our neighbor across the river. 

We have to implement or supplement our manufacturing processes 
frequently by resorting to the facilities of the border cities. 

Now, we have a principal problem there in connection with American 
goods returned under paragraph 1516 (g). 

Mr. Jenkins. You are from Detroit. You are actively engaged in 
this work? 

Mr. Ray. Yes; 1am. Iam a customs attorney. 

Mr. Jenktns. You are a lawyer, living in Detroit, and your 
business is largely there? 

Mr. Ray. Yes. 

Mr. Jenkins. Of course, the larger ports of entry in the United 
States are on the east coast and the west coast. Does Detroit deal 
with anything except that which comes in from Canada? 

Mr. Ray. We have importations from Europe as well. The 
Scandinavian ships come in and unload at Detroit. 

Mr. Jenkins. Can you cirectly, as a matter of practice, as a 
lawyer in Detroit, deal with cases having to do with imports that 
come into Savannah or Baltimore, or some of these eastern places? 

Mr. Ray. Can I as an attorney? 

Mr. Jenkins. Yes. 

Mr. Ray. Yes. I represent clients all along the border, from Maine 
to Minnesota. 

Mr. Jenkins. Primarily your work would be with reference to 
commodities that come up and down the St. Lawrence? 

Mr. Ray. That is right. 

Mr. Jenkins. What about the goods that come in on the railroads? 
There are big inland cities like Chicago and Cincinnati, and what 
about the goods that are shipped to those cities? 

Mr. Ray. It may be entered in bond for transportation to Cin- 
cinnati or Cleveland. It does come through Detroit. 

Mr. Jenkins. What percentage of the business is transacted that 
way? 

Mr. Ray. I do not know. 

Mr. Jenxrns. It would not be very much; would it? 

Mr. Ray. I really could not venture an estimate on that. 
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Mr. Jenkins. What I was trying to bring out was whether or not 
you had to localize everything that comes through Baltimore. Ac- 
cording to what you said, it could be sent under bond to inland 
towns and all the negotiations cleared there. 

Mr. Ray. Yes, at the ultimate port of entry. 

I may say, at the port of Detroit some 77,000 dutiable entries 
were handled in the past fiscal vear. 

Mr. Coorrr. Does that complete your statement? 

Mr. Ray. In respect to the American goods returned, we have a 
problem in this respect: 

Merchandise oftentimes has to be shipped over to Canada in its 
intermediate stages. It is sent over in an unfinished stage for one 
bit of processing that cannot be done on the American side and is 
returned to the United States in an unfinished stage. We are being 
taxed on the entire cost of the merchandise, including the cost of the 
merchandise that went across, together with the addition of the work 
which was done on the Canadian side, and we do recommend that 
paragraph 1615 (g) should be amended to include the item of manipu- 
lation of merchandise which is not finished when it does come back 
to the United States. 

Also, we have a problem with respect to blueprints and lay-outs 
which is very vexing at the moment because these blueprints are 
being dutied by the appraiser presently on a poundage basis. Pre- 
viously it was on a cost-of-production basis. It was not at all un- 
common for an American manufacturer having plants in Canada or 
elsewhere to pay a great amount of duty, duty amounting to thousands 
of dollars. The Kelvinator people recently imported for their own 
file a Spanish film, a technical film, which was produced in Canada 
for the southern trade. They brought in the film merely for their 
office use and records, and they reported it at the cost of reprinting. 
When the appraiser got around to valuing it, it was on a cost-of- 
production basis. There was a terrific penalty assessed for under- 
valuation. Also, additional duties were assessed in that particular 
case. So, we do recommend to the committee in considering section 
9 that you include in it blueprints, lay-outs, and the like for free im- 
portation. 

Mr. Hotmes. Would you give us an illustration before you leave 
of the way an unfinished article could be sent to Canada and then 
sent back to this country as an unfinished article? I am interested 
in that phase of your testimony. 

Mr. Ray. I represent a couple of clients at the moment who, 
because of the scarcity of steel, had to purchase ingots in the United 
States and had to send those ingots over to the Canadian mills—two 
of the Canadian mills—for slabbing. That is merely the flattening 
process of an ingot. That process could not be done on the American 
side because no steel mills wanted to do that. They are kept busy 
with other work. When those ingots came back, or when the slabs 
came back, the duty was assessed on the total value of the ingots 
plus the slabbing operation. 

We also have another illustration with the Burroughs adding 
machine. Because of the lack of facilities, they send over to a 
Canadian company their keys for their adding machine for a bending 
operation. When the keys come back they are assessed, not on the 
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value of the manipulation, the bending process, but upon the total 
value. 

Mr. Camp. When goods are shipped here, the valuation is put on 
them by the importer, or the ep 2 on the other side? 

Mr. Ray. By the importer ou have a matter of invoices there 
to consider. Sometimes those invoices do not come in at the time 
of entry because of the 48-hour provision. 

Mr. Camp. The question of valuation comes up. They accept his 
figures at first and let him receive the goods and pay the import duty 
then; do they not? 

Mr. Ray. That is right. 

Mr. Camp. And later on they go into the question of valuation? 

Mr. Ray. That is right. 

Mr. Camp. Does he have any right to limit the time that they can 
consider this valuation? 

Mr. Ray. There is no limitation. As a previous witness so ably 
demonstrated, these valuations take 2 or 3 vears. 

Mr. Camp. The importer brings goods here at his own risk. 

Mr. Ray. Definitely. 

Mr. Camp. Is there not some way in this bill whereby we could fix 
it so that there would be some time limit? If not, a man is likely to 
have some severe losses. He does not know what limitation they will 
put on him after be has already paid the import duty. 

Mr. Ray. I wholeheartedly approve the recommendation made by 
the previous witness for a limitation of 90 days or 120 days, to be 
placed on the time that an appraiser has in which to make the appraise- 
ment. With the elimination of foreign value, the chore of making an 
appraisal is greatly simplified. 

1 know of an experience where cotton goods were imported at 3 cents 
a pound and by the time the appraiser made his determination the 
merchandise was sold and then the appraiser came back either with 
a different classification or value largely in excess of what the mer- 
chandise was imported or sold for, and a loss was incurred. 

Mr. Camp. It is very ridiculous that we should let a condition like 
that exist. I think that we ought to do something while we have the 
bill up considering the subject. We should go into that to see if we 
cannot put a time limit on it. When a man imports an article, he 
does so at his own expense. 

Mr. Ray. Definitely. A certain number of concerns, having had 
that experience with the law, have decided not to import any more 
merchandise. 

Mr. Coorer. We thank you for your appearance and the informa- 
tion that you have given the committee. 

The next witness is Mr. Walter J. Mercer. 


STATEMENT OF WALTER J. MERCER, DIRECTOR IN THE AMERI- 
CAN CHAMBER OF COMMERCE FOR TRADE WITH ITALY, INC. 


Mr. Mercer. Gentlemen, the Chamber of Commerce for Trade 
With Italy was organized in 1887 for the purpose of fostering trade 
between our country and Italy. [ama director and have been asked 
to appear before you in respect to the pending simplification bill. 

We are in accord with this bill, with certain exceptions on which | 
will briefly comment. As a matter of fact, we feel that the bill does 
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not go far enough in simplifying the existing regulations that now 
affect imports. 

Section 03 of the proposed bill provides for the elimination of foreign 
value and the American selling price, which we feel will narrow down 
the considerations by an appraiser in arriving at a dutiable value. 

However, we do feel that when an appraiser makes his value on 
inveice, an importer is entitled to know on what basis dutiable value 
is found, such as export value, United States value, and so forth. 

Furthermore, there should be a definite time limitation within 
which the appraiser should complete his appraisement. 

Only too often do we run into certain commodities where the 
appraisement is held up 3, 4, 5, and 6 years, due to one reason or 
another. 

Section 16 of the proposed bill: We are strenuously opposed to 
changes in this section unless they are restricted to noncommercial 
shipments. This provides for an increase from $100 to $250 for in- 
formal entries on which no invoices or other documents or formal ex- 
amination is required. I believe, and we in the chamber believe, 
that the purpose of the $100 was for noncommercial transactions and 
not for a regular importer to take advantage of. The way it now 
stands, if an importer, for example, brings in four shipments of lace 
valued at $250 apiece by air, he would have them passed at the air- 
port without formal entry, without consular invoice, and without the 
yroper examination which would apply if a regular importer imported 

y steamer would have on a shipment worth $1,000. 

In other words, he would have to put up a bond. He would have 
to have a consular invoice, and he would have to have a formal exam- 
ination and perhaps an appraisement—and an appraisement might be 
withheld for several years. So, there is a real distinction there; and, 
if it is for noncommercial purposes, then we are for it. 

Section 17 of the proposed bill would eliminate the amendment of 
entry. 

This amendment of an entry is a protection both for the importer 
and the exporter. Merchandise is dutiable not on the price that an 
importer pays for the merchandise, but either on the export price or 
the foreign market value—the higher of the two—existing at the time 
of exportation. If they cannot be determined, you then have the 
United States value, the American selling price, and the cost of pro- 
duction. 

In order for an importer to get the benefit of any information which 
an appraiser may have on dutiable value, he must submit to that ex- 
aminer the invoice, both consular and commerce; he must submit con- 
tracts, correspondence, and any other documents pertaining to that 
shipment. In addition, he must set forth to the examiner, in his sub- 
missions sheet, future orders, values and dates, prices and quotations. 

Now, if he eliminates any of those the examiner may, under this new 
amendment, assess a penalty for undervaluation. If the examiner is 
either arbitrary or capricious, he can penalize an importer for not com- 
plying with the requirements on the submission of an invoice of value. 

Furthermore, this would result in numerous appeals for reappraise- 
ment and also applications for the remission of additional duties. 

At the present time, from information that I have received, there 
have been approximately 600 appeals for remission of additional duties 
in the court. If this amendment should go through, there would be 
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at least 6,000, and the same thing would apply to the value angle. If 
there is undervaluation, there would be appeals, and at the present 
time there have been about 15,000 appeals during the past fiscal year. 
There would easily be 50,000 or 60,000 under the proposed amendment. 

Furthermore, when an importer has the right to amend, either up- 
ward or downward, and if there are duties due the Government, they 
are immediately paid upon the completion of that amendment and 
Uncle Sam has his money from the very beginning and does not have 
to wait several years for it. We believe that the concept of additional 
duties is wrong and it should be discarded entirely. 

Any dispute between an importer and the Government could be 
resolved in its proper form without any penalty. If an importer 
commits fraud or deceit, there are various provisions in the law to 
cover such a situation and bring punishment on the violator. 

These are the only observations which we have to make on exceptions 
to the pending legislation. 

Mr. Coorer. Does that complete your statement? 

Mr. Mercer. That completes my statement. 

Mr. Cooper. We thank you for your statement and the information 
you have given the committee. 

The next witness is Mr. Fred Bennett. 


STATEMENT OF FRED BENNETT, CHAIRMAN, IMPORT AND 
CUSTOMS COMMITTEE, COMMERCE AND INDUSTRY ASSOCIA- 
TION OF NEW YORK, NEW YORK, N. Y. 


Mr. Bennerr. | appear as chairman of the import and customs 
committee, Commerce and Industry Association of New York. 

The Commerce and Industry Association of New York, Ine., 
formerly known as the Merchants’ Association of New York, has 
existed since IS97. It is recognized as the chamber of commerce for 
the New York metropolitan area and, we believe, represents the largest 
group of foreign traders in the United States. Its membership in- 
cludes approximately 1,000 firms which are directly interested in 
importing merchandise from abroad. 

The port of New York is the pomt of entry for a substantial part 
of the import trade of the United States and serves not only firms and 
individuals located within the metropolitan area but also those m 
other parts of the country. 

This association, through its import and customs committee, has 
cooperated consistently with representatives of our Government 
and individual importers to obtain the most efficient handling of 
goods arriving from foreign countries in the interests of our own 
merchants as well as to establish cordial commercial relationships 
with those who place their products on our markets. The association 
considers the prompt and efficient customs treatment of imported 
merchandise a significant inducement to friendly nations to do busimess 
with us, thus improving our economic relations with those countries. 

The import and customs committee of this association has made 
a number of recommendations as to possible changes in the Tariff 
Act of 1930 to bring about this objective. These recommendations 
have been presented to members of Congress and to Government 
officials. We are pleased to find that some of these proposals have 


been incorporated in H. R. 1535, the bill now under consideration 
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by your committee. Apparently, other recommendations have not 
been considered of sufficient merit to justify their inclusion in this 
proposed measure. It is the understanding of this association that 
the present bill is not intended as a general revision of the adminis- 
trative features of the tariff act to the extent that it will exclude 
consideration, at some future date, of other recommendations which 
have been filed by this association and other interested organizations 
with the Congress and Treasury Department. 

The proposed legislation contains several sections which, in them- 
selves, are of sufficient importance to justify an early passage of the 
bill. We find, however, that as to certain essential parts of the bill 
there are some errors and omissions which ii is the purpose of this 
memorandum to bring to the attention of your committee. Many of 
the sections call for amendments which, upon reading, will satisfy 
the committee that they should be approved as recommended by 
the Treasury Department. We shall not comment upon those sec- 
tions but confine our remarks to what we consider the principal 
features of the bill and to those modifications we believe desirable. 

The purpose of the bill, as announced by the Treasury Department, 
is to bring about an expeditious handling of imports, thus reducing 
the irritation and annoyance which have, on so many occasions, been 
experienced by United States importers and foreign exporters alike 
in attempting to find a basis upon which foreign goods might enter 
this country. This attempf to increase the efficiency of the customs 
service, and the apparent desire to make our tariff laws reasonable 
and workable, is an aim toward which this association has devoted 
its efforts for years, and we believe that the present measure, with 
some modifications, is a significant step in that direction. 

Our comments will be confined to the following sections: Section 2, 
section 10, section 13, section 14, section 17, and section 20. 


SECTION 2. REQUIREMENT OF INJURY IN DUMPING AND COUNTERVAILING 
DUTY CASES 


The association does not oppose the changes in language which 
section 2 would make in the existing law but considers there should 
be a further amendment of the Antidumping Act which would relieve 
importers of the uncertainty and indefiniteness of the present methods 
of investigation. We do not believe the Treasury Department will 
deny that investigations under the Antidumping Act have, as a rule, 
extended over long periods of time—in some cases more than 3 years. 
Dumping investigations are often begun upon the suggestion of an 
American industry which believes that it has been adversely affected 
by the importation into the United States of merchandise at less 
than its fair value. It is recognized that such is the purpose of the 
Antidumping Act, namely, to prevent injury to American industry or 
to prevent conditions which will keep an American industry from 
being established. The “findings’’ of dumping in recent years have 
been few in number, thus indicating that the “complaints” filed by 
American industry, or initiated by the administration, have not been 
justified in most cases. 

The difficulty for an importer lies in the fact that during the period 
of investigation he must import his merchandise at his own risk. 
Whether or not dumping duties will be assessed, and the amount in 
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which they will be assessed, remains an open question until the dump- 
ing investigation is completed. From the moment that a suspicion 
of dumping is issued by the Treasury Department, the importations 
of a merchant are subject to dumping duties if the investigation 
develops that there is reason to believe that merchandise is being sold 
in the United States at less than its fair value. In other words, the 
initiation of a dumping investigation, in effect, means that an im- 
porter is no longer able to bring in merchandise except under the 
uncertainty as to what his liability to the Government may be at some 
distant date. Many importers who are placed in this position do not 
dare to continue their importations. 

This association does not take issue with the substance of the Anti- 
dumping Act, but believes that in all fairness there should be a time 
limitation placed on the investigation, or that, if the investigation 
results in a finding of dumping, such finding shall not be applied 
retroactively beyond a reasonable time. Thus, we recommend that 
an importer be given a reasonable opportunity to continue in business 
during the period in which study is being made as to the existence or 
nonexistence of dumping. 


SECTION 10. DRAW-BACK ON EXPORT OF IMPORTS NOT ORDERED 


This section proposes an amendment to section 313 of the Tariff 
Act of 1930, as amended, and refers to the class of merchandise which 
reaches an importer in a condition contrary to what he ordered; that is, 
the merchandise does not conform to samples or specifications. In 
addition, this section proposes to include, as subject to draw-back, 
merchandise which is shipped without the consent of the consignee. 
The section would extend the time in which merchandise could be 
returned to customs custody for benefit of draw-back from 30 to 
90 days. 

We find no objection to the liberalization of these parts of section 
313, but we believe that there should be a further liberalization in the 
time limitations fixed in section 313. 

This subject was before the House of Representatives in bill H. R. 
4612, introduced in the Eighty-first Congress by Mr. Lynch on May 
10, 1949. ‘That bill, it is our understanding, was not taken up for 
consideration by your committee. However, we were assured by the 
Treasury Department that certain parts of the measure had the 
Department’s approval, and we now ask your committee to consider 
the inclusion of those parts in the measure before you. 

The present law provides that merchandise exported for draw-back, 
made from imported duty-paid merchandise, or from substituted 
domestic merchandise must be exported within 3 years from the date 
of importation of the imported merchandise used or for which domestic 
merchandise was substituted. 

Furthermore, the present statute, in subsection (b), allows a period 
of only 1 year, from the date the manufacturer receives the designated 
material, for the production or manufacture of the completed article. 
It is the recommendation of this association that these periods be 
extended, respectively. to 5 vears and 3 years. 

In a letter addressed to this association, under date of February 24, 
1950, by the Honorable Walter A. Lynch, there was attached a copy 
of a communication received by your committee from the then Acting 
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Secretary of the Treasury, the Honorable John 5. Graham, in which 
Mr. Graham makes the following statements: 

The Department perceives no objection to allowing a period of 3 years instead 
of 1 year for use of the imported duty-paid merchandise and for the manufacture 
or production of the exported articles. In fact, a 3-year period is now permitted 
in the case of sugar under the authority of Proclamation No. 2566 issued by the 
President on August 7, 1942, and Treasury Decision 50703 issued by the Secretary 
of the Treasury on August 12, 1942. No administrative difficulty has been 
experienced in that connection. 

The Department also perceives no objection to allowing a period of 5 years 
after importation of the imported merchandise instead of 3 years in which to 
export the completed article. 

If either the amendment providing a 3-year period for the use of the imported 
duty-paid merchandise and for the manufacture or production of the exported 
articles, or the amendment providing a 5-vear period in which to export the 
completed articles is adopted, it is suggested that suitable languace be incorporated 
in the amendment limiting its application to transactions as to which the previous 
time limit shall not have expired prior to the enactment of the amendment. Some 
such limitation is considered necessary in order to avoid confusion and admin- 
istrative difficulties. 

We recommend that these two changes be made in the pending 
measure. 

SECTION 13. VALUE 


Section 13 proposes to amend section 402 of the Tariff Act of 1930, 
as amended. 

The association considers the proposed amendment of first im- 
portance. The difficulties which have been experienced over the 
vears in the determination of value upon which ad valorem duties are 
assessed have been known to importers, customs officials, and foreign 
manufacturers to the point where it has been considered a hazard on 
the part of manufacturers abroad to attempt to enter the markets of 
the United States. We believe that the records of the administration 
will show many cases in which representatives of foreign governments 
have appealed for aid in arriving at a definite basis upon which certain 
imports would be received into the United States. 

The purpose of the proposed amendment, as we understand it, is 
to change the basis of determination of value only to the extent that 
it will be possible to ascertain more promptly and definitely the 
amount of duties which is to be paid upon imported goods. ‘This as- 
sociation has long advocated a change in the valuation section of the 
Tariff Act of 1930 to bring it in harmony with modern conditions and 
to free the question of the imposition of duties from what has become 
over the years an intricate and complicated procedure. The value 
found by customs officials, in many cases, under the present statute, 
as well as the decisions rendered thereunder, are far removed from the 
realities of international commerce. 

The basis of valuation which has created most of the problems is 
what is described in the present law as “foreign value.” The Treas- 
ury Department has already informed the committee of the defini- 
tion of this value, namely, that it concerns market conditions in the 
country of exportation for goods sold within that country for home 
consumption. The law presently requires that foreign value must be 
ascertained, or its nonexistence established, before any other basis of 
value can be utilized for the determination of duties. Obviously, 
most importers are unfamiliar with the conditions under which mer- 
chandise is sold in a market in which they do not participate. Man- 
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ufacturers abroad are naturally reluctant to disclose information con- 
cerning a market in which the American importer should have no in- 
terest. It is a matter of record in the Treasury Department that at 
least one foreign government (properly classified as a friendly coun- 
try) resented the attempt on the part of our Government to examine 
the books and records of its nationals to ferret out details as to sales 
for home consumption. The United States customs appraiser must 
rely for the determination of this value upon information obtained 
from foreign manufacturers, either direct or through importers, or by 
investigations conducted by United States Treasury agents abroad. 
It is always doubtful that accurate and complete information reaches 
the hands of customs officers, in spite of the earnest efforts which are 
made by importers and the willing cooperation on the part of foreign 
manufacturers to provide this information. 

Reports received by the Treasury Department from its agents 
abroad have been found to be incomplete and erroneous, and it is a 
known fact that in connection with the investigation of certain mar- 
kets the Treasury agents abroad have had to make repeated visits 
because the information initially transmitted by them to customs 
officials in the United States was not satisfactory. This is not a 
reflection on the ability or the earnestness with which these agents 
perform their duties. It is, however, a proper commentary on the 
difficulties in understanding which exists between the foreign manu- 
facturer or exporter and the United States representative as to what 
facts are necessary to arrive at a decision within the scope of the 
present valuation provision. These difficulties are even more appar- 
ent when one realizes the number of cases which have been presented 
to the courts for consideration, and the frequency with which the 
judicial decisions reached have been at variance with those originally 
reached by administrative officials. 

The use of foreign value requires an attempt to reach decisions 
based upon market conditions abroad different from those existing in 
the United States, and market conditions abroad which are even 
different from one another. It is difficult to see how any basis of 
equality can be obtained in attempting to match a “foreign value’ 
with valuation in the United States under present economic structures 
as they exist abroad and in this country. 

It has been suggested that the exclusion of “foreign value’? from 
the valuation provisions of the Tariff Act would result in a loss of 
revenue in those cases where “foreign value’? has been found to be 
higher than “export value.”’ The association does not have available 
statistics which would show differences between “foreign value’? and 
“export value” and the application of these provisions for any period 
of tme, but on general experience and in discussions with importers 
it is believed that the difference in amount would be negligible. 
In the light of certain new definitions proposed in this bill, values found 
on the basis of home consumption sales would be less than those 
found under definitions in the existing law. On the other hand, 
Congress must consider the expense in administering a “foreign 
value” provision, as well as the time of customs officers located in 
the United States and abroad. Congress must also bear in mind the 
loss of revenue by reason of the deterring effect on increased imports 
caused by delays and inconveniences incident to the determination 
of “foreign value.” Failure on the part of customs officers to find 
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“foreign value”’ for months, and in many cases years, has been due 
to the requirement that a foreign value be found or its nonexistence 
established. We venture to state that the elimination of this basis 
of value would permit customs officers to handle more importations 
with greater expedition than at present and that manufacturers and 
importers will be encouraged to do more business abroad. The 
association believes that the net result from the elimination of this 
valuation provision would be an increase in revenue and a reduction 
in expenditutes. 

The elimination of “foreign value’’ establishes as the major basis 
of valuation what is known as “export value,” which is snilas in its 
definition to “foreign value” except that it concerns sales of merchan- 
dise to the United States. Inasmuch as all shipments from abroad 
must be cleared through the United States customs, information as to 
the sales of imported merchandise will be readily available to customs 
authorities. The invoices of foreign suppliers are made a part of 
the entry of merchandise. The records of United States importers 
are subject to examination upon demand by customs authorities. 
The customs officers not only have information on the merchandise 
entered by a particular importer but also have before them data as 
to all other importations of the same kind of merchandise from the 
same country. 

Foreign manufacturers would be less reluctant to divulge infor- 
mation concerning their transactions for export to the United States, 
although in most cases such information would be unnecessary. 
Valuation is determined as of the date of exportation. Thus, the 
customs officers would have in their possession within a reasonable 
time after importation all necessary details on the basis of which to 
appraise the imported goods. The delays, confusion, and uncertainty 
resulting from the inability to arrive at a decision, as existed in the case 
of “foreign value,’ would be absent in the use of “export value.” 
The association strongly recommends the adoption of section 13 inso- 
far as it establishes “export value’ as the primary basis of appraise- 
ment. 

The association has several suggestions to make as to the language 
of certain parts of section 13, and they are offered to assist in bringing 
about the desired simplification which is the aim of this bill. 

We recommend as to subsection (c), “United States value,”’ the 
following changes: 

On page 19, line 25, strike out the word “profit”? and insert, in lieu 
thereof, the word “profits.” In support of this proposed amendment, 
it should be noted— 

(a) The definition of “United States value” in section 402 (e) 
of the Tariff Act of 1930, provides for an allowance for “profits,’ 
i. e., not necessarily only one profit, when calculating that kind 
of value; 

(b) The definition of “United States value” in section 13 of 
H. R. 1535 provides for an allowance for “any commission”’ 
fitalies ours], 1. e., one or more, when calculating that kind of 
value; 

(c) By virtue of the definition of the term “purchasers at 
wholesale’ on pages 22 and 23 of H. R. 1535, the selling price, 
from which “United States value’’ as defined in section 13 of 
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that bill is calculated, may be a price to retailers and, hence, 
will sometimes include two profits, i. e., an importer’s profit and 
a wholesaler’s profit. 

On page 20, lines 1, 2, and 3, strike out the words ‘“‘imported mer- 
chandise of the same class or kind as the merchandise undergoing 
appraisement”’ and insert, in lieu thereof, the words “such or similar 
merchandise’. In support of this suggested amendment, it should be 
noted: 
(a) In relation to the imported merchandise whose ‘United 

States value” is being calculated, the phrase “imported mer- 
chandise of the same class of kind” is much less specific than the 
phrase “such or similar merchandise.” The former phrase merely 
signifies that both the merchandise which is being appraised and 
the merchandise which may be considered in connection with 
the allowance for profit and sional expenses must be imported 
and that they must have common characteristics which distinguish 
them from other species or varieties of merchandise. It does not 
signify that the merchandise which may be so considered must 
resemble the merchandise which is being appraised in respect of 
size, weight, quality, ete., or even in re spect of value ’ For example, 
any automobile imported from any foreign country is merchandise 
of the same c/ass or kind as a Rolls Royce imported from England. 
On the other hand, the phrase “such or similar merchandise,” 
as defined on pages 23 and 24 of H. R. 1535, signifies merchandise 
which is “produced in the same country as the merchandise 
undergoing appraisement”’ and which is, at least, “of like ma- 
terials’ and ‘“‘used for the same purpose” and ‘‘of approximately 
equal commercial value”; 

(6) The selling price, from which the “United States value” 
of imported merchandise is calculated under the terms of section 
13 of H. R. 1535, must be a price of “such or similar merchandise.” 
Hence, it is unnecessary and unreasonable to consider merchandise 
which is neither like nor similar to the merchandise unde rgoing 
appraisement but which is merely of the same e/ass or kind, when 
determining the allowance for profit and general expenses in- 
volved in such an appraisement; 

(c) The phrase “‘umported merchandise of the same class or 
kind”’ is too vague and indefinite a delineation of merchandise 
which may be so considered in such an appraisement and will un- 
doubtedly be the subject of various interpretations and will 
result in much needless litigation. 

On page 20, line 22, we recommend that between the words “equiva- 
lent” and ‘of’ be inserted “at the time of exportation to the United 
States” 

On page 20, line 25, from the word “which” to the end of the sub- 
section, page 21, line 4, there be inserted in place of the present lan- 
guage the following: 
which is comparable with and most resembles the merchanuise undergoing ap- 
praisement in construction and use, with appropriate adjustments in value for 
differences in size, weight, material, construction, quality, texture, use, and other 
differences. 

The intent of this suggestion is to bring the articles to be compared 
within as close rel: ationship to each other as possible. 
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On page 21, lines 14, 15, 16, 17, 18, 19, and 20, strike out the words: 


(2) an addition for general expenses and profit equal to that which producers 
in the country of production whose products are exported to the United States 
usually add in sales, in the usual wholesale quantities and in the ordinary course 
of trade, of merchandise of the same general class or kind as the merchandise 
undergoing appraisement; 
and insert, in lieu thereof, the words: 


(2) an addition for general expenses and profit equal, in percentage, to that 
which is usually added in sales in the the country of production, in the usual whole- 
sale quantities and in the ordinary course of trade, of such or similar merchandise, 
or, if there are no such sales of such or similar merchandise, of merchandise of the 
same class or kind which most reseribles the merchandise undergoing appraisement ; 

On page 22, line 10, strike out the word “all”. 

On page 22, line 12, before the word “purchaser’’, insert the words 
“seller or’. 

On page 22, line 13, after the word “law’’, insert the words “or 
(B) reasonably limit the number or classes of purchasers’. 

On page 22, lines 13 and 15, strike out “(B)” and “(C)” and insert, 
in lieu thereof, “‘(C)” and “(D)”, respectively. 

On page 23, line 24, after the word “‘appraisement”’, strike out the 
comma and insert, in lieu thereof, the word “and”’. 

On page 24, line 1, after the word “person”, insert the words 
“and is’ and, after the word “materials”, insert the words -‘“‘and 
construction”’. 

The association makes the reservation that other changes in lan- 
guage in this section may be advisable, and as such changes are sug- 
gested the association will submit them to your committee, if time 
permits, for vour consideration of them. 


SECTION 14. VALUE NOT TO BE BASED ON AMERICAN SELLING PRICE 


The association has noted that section 14 proposes the elimination 
of “American selling price” as the basis of appraisement. Inasmuch 
as this basis affects a very small segment of the importing interests, 
the association does not wish at this time to take a position on the 
advisability of its exclusion from the law. 


SECTION 17. AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION 


Several vears ago this association advanced the recommendation 
that section 489 of the Tariff Act of 1930 be eliminated or modified to 
avoid the imposition of additional dutics upon importers through 
innocent misstatements of value. Section 17 of the present bill 
undertakes to eliminate the automatic imposition of additional duties, 
oftentimes aptly termed “penalty duties.” 

The association believes that the Treasury Department, in its desire 
to minimize the work incident to the amendment of entries, has tres- 
passed on the substantive right of an importer to make an affirmative 
declaration of what he considers to be proper value of his goods for 
customs purposes. Under the present practice, which has been well 
described by the Treasury Department in its report to your com- 
mittee, an importer corrects his entered value by filing an amendment 
to his original entry. 

The procedure which would be established by the proposed measure 
would be for the customs appraiser to amend the entered value to 
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what he considers to be the proper value. The basis of most amend- 
ments is an agreement between customs officers and importers as to 
the proper value after all the facts have been developed and analyzed. 
It is a useless operation for an importer to amend an entry by pre- 
paring additional papers and taking further steps in the filing of those 
papers with the collector of customs, when the same result, without 
injury to the Government or importer, can be accomplished by the 
acceptance of the appraised value in the liquidation of duties. The 
existing procedure is made necessary by reason of the automatic impo- 
sition of additional duties and since these would be eliminated in the 
proposed bill, the cases in which entries would need to be amended 
would be reduced to a minimum. However, there is a minimum of 
entries as to which the right of amendment should be available to an 
importer. An importer may desire to make an affirmative record of 
what he considers to be the value of his merchandise which he may not 
have been in a position to do at the time of arrival of the goods from 
abroad. 

A taxpaver is allowed a liberal time in which to amend his income- 
tax return and such is true as to most, if not all, requirements for 
reports where taxes are involved. The time in which an importer 
must enter and clear his merchandise is exceedingly short and the 
necessity of putting his merchandise on the market promptly, and 
avoiding the expense of storage, leaves an importer with a very limited 
time in which to assemble his facts for entry purposes. Consequently, 
if he should receive information or documents, subsequent to entry, 
which are of a character which should form part of the record of his 
entry, the importer should have the opportunity of placing those facts 
or documents into the record by a formal amendment of his entry. 
Under the present law an amendment may be made at any time before 
the merchandise or the invoice covering the merchandise comes under 
the observation of the appraiser. We make no recommendation of 
any change in this time provision but we strongly urge that the 
importer have his right to amend, if he desires, to meet his valuation 
determination in this manner. The retention of this right of amend- 
ment will not deprive the government of the benefits of the proposed 
amendment because the vast majority of cases would be handled as 
suggested by the Treasury Department by a statement of value on the 
part of the Appraiser. 

We further recommend that page 29, line 11, be changed to sub- 
stitute the word ‘“‘requested” in place of the word “required”. 

The association recommends the inclusion in section 17 of the 
following two features which will aid in establishing certainty and 
definiteness in the handling of questions of value: 

(a) That the appraiser indicate on all his returns of value what 
basis of appraisement was adopted by him; to wit, export value, 
United States value, comparative value or constructed value. Thus, 
an importer will be informed as to the attitude of the customs appraiser 
and need not make inquiry to find out what valuation was used. 
This would impose no hardship on the customs officers and should 
save time through the avoidance of inquiries in this direction on the 
part of importers or their representatives. 

(6) A limitation of time in which an appraiser should act in the 
determination of value. The appraiser has often failed to make his 
report of value as long as 6 years after importation. Simplification 
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of the valuation provisions, as recommended in section 402 herein, 
would enable the appraiser to act within a reasonable time. It 
would be to the interests of both the Government and the importer 
if the appraiser were required to make his report within 120 days 
from the date of entry, and in the absence of a report by that time 
it should be provided that the entered value will become the appraised 
value. 

We believe that an importer should know of his obligations to the 
Government at the earliest possible moment, especially when those 
obligations affect the disposition of merchandise for which he has 
made payment to shippers abroad. The uncertainty which attaches 
to the present procedure means that an importer does not know the 
value upon which duties are assessed, in some cases, for years after 
the importation has been completed. 


SECTION 20. CONVERSION OF CURRENCY 


This section proposes to change the existing law as to the method 
of conversion of foreign currencies into United States dollars for duty 
purposes. The question of currency conversion has presented a 
serious problem to the Treasury Department, inasmuch as a deter- 
mination must be made of a proper rate of conversion which is in har- 
mony with the provisions of section 522 of the Tariff Act. The 
obstacles in this field have, of course, arisen because of the disturbed 
currency conditions throughout the world. The changes in value of 
currencies, currency controls, and multiple rates of exchange are 
products of disturbed world conditions which were not in the con- 
templation of the lawmakers when they enacted section 522 of the 
present Tariff Act of 1930. It may well be that section 522 is not 
wholly adequate to meet such conditions, but, on the other hand, the 
same question exists as to whether or not the proposed amendment 
provides any more assurance of adequacy or clarity. 

The association is of the opinion that world conditions as they 
affect currency are not sufficiently stabilized to justify any action at 
the present time toward a change in the existing law. The conversion 
of currency for the determination of duties is of great importance, 
exceeded only by the ascertainment of value and the fixation of the 
rate of duty to be assessed on imported goods. We believe that the 
currency situation at the moment is too indefinite and uncertain to 
justify any action before a thorough study is made by the Congress 
as to the extent of our participation in an international agreement 
and the effects of such participation on the tariff structure of the 
United States. Accordingly, we recommend no action be taken at 
this time toward the amendment of section 522 of the present law. 

The association reiterates that the purpose of this memorandum is 
to deal with those sections of the law which the present bill proposes 
to amend. The association does not recognize that these are the 
only changes which should be made in the provisions of the Tariff 
Act. However, to the extent that the changes in law recommended 
in the proposed legislation tend to a simplification of customs pro- 
cedures affecting imported goods without loss of revenue to the 
Government, we repeat that we are in full support of such changes. 

Now, with regard to section 20, we have to register some doubt as 
to our suggestions in connection with this subject, but at the present 
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time it seems to us in a tariff measure which is distinctly a domestic 
issue, we ought not to let any part of the determination of any feature 
of a tariff be within the hands of an international body. 

We feel that placing the determination of a currency value in the 
hands of the International Monetary Fund, of which we are a part, 
but of which we are not the controlling party, is taking tariff beyond 
our borders. 

I have had an opportunity since this morning to read a statement 
which has been filed by the Treasury Department explaining the use 
of the par values of the International Monetary Fund, and it seems 
to me, although my conclusions are hastily formed, that if the provi- 
sion were changed so that the Federal Reserve would find the com- 
mercial rate, and if that commercial rate were within a small per- 
centage of the International Monetary Fund rate, they could adopt 
the Monetary Fund rate as a matter of easy administration, but not 
that the International Monetary Fund should be the basis upon which 
to determine what shall be the rate for dutiable purposes. 

As I say, that is rather hastily formed, but I think this whole 
section of currency control conversion deserves some earnest con- 
sideration from the standpoint that I have suggested. 

Mr. Martin. With regard to that last point, I think you have 
made a very good one, indeed. That is along the line of my own 
thinking on the matter. 1 would rather see that standard that you 
have suggested placed in the bill than the one written in there now. 

Mr. Bennett. I think that it would tend to keep the enactment of 
a tariff act where it belongs—within our own hands. 

There are three features of the tariff act that are important— 
value, classification, and the third, and of equal importance, is the 
determination of United States dollars upon which duty is to be 
assessed, and I feel that admitting the par value is based on metallic 
content is out of date and that the International Monetary Fund rate 
should be used as an administrative check but not as a basis. 

Mr. Simpson. On page 7 you refer to the difficulty in the deter- 
mination of foreign value; is it your opinion that establishing the 
export value will he easier? 

Mr. Bennerr. Yes, Mr. Congressman. In the case of foreign value 
the determination is as to market conditions in the country of exporta- 
tion as to goods sold within that country for home consumption. 
Export value covers market conditions in that country, but for export 
to the United States, and all transactions for export to the United 
States would be available for scrutiny by customs officials and thus 
enable them to easily identify the market value for export. 

Mr. Stimpson. Are you not fearful there would be a substantial 
difference between the export value and the foreign value? In other 
words, might there not be a lower value put on goods for export than 
on those for home consumption; and we would have the dumping 
situation which would necessitate bringing into operation the anti- 
dumping laws? 

Mr. Bennett. The change of foreign value under section 402 of the 
tariff act, or the elimination of it under that section, does not elimi- 
nate it from the Antidumping Act. 

Mr. Simpson. I understand. 

Mr. Bennett. So, if you have a foreign value which is higher than 
the price at which the goods are sold to the United States, you can 
invoke the Antidumping Act. 
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Mr. Stupson. I understand, but earlier you said you want some 

changes made in the antidumping law. You want that to remain, but 
_ you do not like its application? 

Mr. Bennerr. The part we do not like about it is the extended 
investigations. These investigations take 3 to 6 years. We think 
either they should be curtailed in length of time, or the importations 
should be affected only within a reasonable period. 

Mr. Simpson. The question is this: Do you think that we are more 
likely to have dumping as the result of using the export value as the 
measure than we would be if we continued to use foreign value? 

Mr. Bennerr. I do not think that it would make any change at all. 

Mr. Jenkins. I take it from your statement that you are a man 
well versed in this matter of importations. We have had several 
witnesses testify here and all have indicated that they know their 
business. 

Now, I would like to ask you, outside the fact that you think this 
legislation will aid in speeding up all the processes, when it is all 
summed up and in its final analysis, what do the importers expect— 
that vou will save any payment of any considerable amount of duty? 

Mr. Bennerr. I think not, Mr. Congressman. I think the im- 
porters feel with the passage of this bill they will gain an expeditious 
handling of merchandise which is imported, and furthermore, a more 
definite understanding between the Government and the importer at 
an earlier date as to what the importer’s obligations may be. I do 
not believe that the importers expect that they will get any benefit 
at all from a monetary standpoint, if that is what vou have in mind. 

Mr. Jenkins. ‘The Government is interested in the revenues that 
it derives from import duties, and at the same time, I think the Gov- 
ernment would be just as happy to get those payments free and clear 
and removed from all hindrances of any kind, and just as rapidly as 
possible. They would want that just as much as you. 

Mr. Bennerr. We believe if the handling of imports could be 
simplified, it will result in increased revenues to the Government 
because the customs officials will be able to handle their work with 
greater speed and the foreign manufacturer and merchant will be 
encouraged to do business in the handling of imported merchandise. 
We believe that the enactment of a measure with this object in view 
would increase the revenues to the Government rather than decrease 
them. 

Mr. Jenkins. In other words, it would increase importation? 

Mr. Bennerr. It would increase importation. 

Mr. Cooper. We thank you, Mr. Bennett, for your appearance 
and the information that you have given the committee. 

We will now hear from Mr. James M. Souby. 


STATEMENT OF JAMES M. SOUBY, GENERAL SOLICITOR, 
ASSOCIATION OF AMERICAN RAILROADS, WASHINGTON, D. C. 


Mr. Sousy. My name is James M. Souby. I am general solicitor of 
the Association of American Railroads, which is a voluntary association 
composed principally of what are known as class I railroads. Its 
members operate about 95 percent of the total mileage of all class I 
railroads, and their annual revenues amount to about 95 percent of 
the total annual revenues of all class I railroads. 1 am submitting 
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my statement in behalf of that association and its members, and more 
particularly the railroads which operate to, from, and across the 
Canadian and Mexican borders. 

The railroads are not here in opposition to any of the proposals 
contained in this bill, H. R. 1535. The purpose of my appearance is 
to urge, on behalf of the railroads, the inclusion in the bill of at least 
one additional provision designed to remedy a situation now existing 
under the Tariff Act of 1930 and other customs laws, which results in 
unjust discrimination between different forms of transportation and 
which is otherwise highly improper. I refer to provisions under which 
the railroads, the boat lines, and the air carriers are required to pay 
for overtime of customs inspection, while their strong competitors, 
the motor carriers, are wholly exempted from such payments. 

The principal statutory provisions giving rise to this highly dis- 
criminatory and unjust situation are contained in sections 267, 1450, 
1451 and 1451a of title 19 of the United States Code. That title con- 
tains all the statutory provisions relating to customs duties. 

Section 267 of title 19 requires the Secretary of the Treasury to fix 
reasonable rates of extra compensation for overtime services of in- 
spectors and other customs officers and employees who may be required 
to remain on duty between 5 p. m. and 8 a. m. on weekdays or during 
any hours on Sundays or holidays to perform services in connection 
with the lading or unlading of cargo or in connection with the unlading, 
receiving, or examination of passengers’ baggage. It prescribes 
different bases on which the rates of extra compensation are to be 
fixed, depending upon whether the overtime work is performed at 
night or on Sundays and holidays, and provides that the overtime 
payments are to be made in all cases where the customs officers and 
employees are ordered to report for duty, and have so reported, 
whether or not the lading or unlading actually takes place. It pro- 
vides that the extra compensation shall be paid by the master, owner, 
agent, or consignee of the vessel or conveyance in connection with 
which the lading or unlading is performed whenever special license for 
the performance of such services at night or on Sundays and holidays 
has been granted by the collector. 

The section contains an added provision that where the customary 
working hours at a particular port are other than from 8 a. m. to 
5 p. m., the collector is authorized to regulate the hours of customs 
employees so as to agree with the prev ailing working hours in said 
port, but is not permitted to alter the length of the working day for 
customs employees or the overtime pay as a under this section. 
The Supreme Court, in the Myers case (320 U.S. 561) construed this 
provision as authorizing the collector to establish regular tours of 
duty during any of the 24 hours of the day and held that where an 
employee works on a regular night shift he is not entitled to extra 
pay unless he is required to put in actual overtime. It held that the 
extra compensation for work on Sundays or holidays must be paid in 
all instances. 

Section 1450 of title 19 prohibits the unloading of merchandise, 
baggage or passengers arriving in the United States from any foreign 
port or place from the carrying vessel or vehicle on a Sunday or a 
holiday or at night, unless a special license therefor has been granted 
by the collector under regulations prescribed by the Secretary of the 
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Section 1451 of title 19 provides, as a condition to the granting of 
any such special license to unlade, that the master, owner, or agent 
of the vessel or vehicle in question shall give satisfactory bond binding 
him to pay the compensation and expenses of the customs officers 
and employees assigned to duty in connection with such unlading at 
night or on Sundays or holidays. It provides that nothing in the 
section shall be construed to impair the existing authority of the 
Treasury Department to assign customs officers or employees to 
regular tours of duty at nights or on Sundays or holidays when such 
assignments are in the public interest. The compensation of person- 
nel so assigned, however, is to be determined in accordance with the 
provisions of section 267 of the same title. 

Up to that point, the statutory provisions would seem to apply 
equally to all forms of transportation. The only inequalities that 
might develop would arise as the result of the exercise of discretion by 
the Secretary of the Treasury in assigning customs officers and em- 
ployees to regular tours of duty at night. The provisions do not stop 
at that point, however. There has been added to them a proviso now 
found in section 145la of the code which makes section 1451 and re- 
lated sections inapplicable to the owner, operator or agent of a high- 
way vehicle, bridge, tunnel, or ferry between the United States and 
Canada or between the United States and Mexico, or to the lading or 
unlading of merchandise, baggage, or persons arriving in or departing 
from the United States by motor vehicle, trolley car, on foot, or by 
other means of highway travel upon, over, or through any highway, 
bridge, tunnel, or ferry. At ports of entry and customs stations where 
any merchandise, baggage or persons arrive or depart from the United 
States by motor vehicle, trolley car, on foot, or by other means of high- 
way travel, upon, over, or through any highway, bridge, tunnel, or 
ferry between the United States and Canada or the United States and 
Mexico, it is made the duty of the collector to provide customs inspec- 
tion service at such times during the 24 hours of each day, including 
Sundays and holidays, as the Secretary of the Treasury may deem 
necessary to facilitate the inspection and passage of such merchandise, 
baggage, and persons. AI! customs officers and employees assigned to 
such service are to be paid by the United States without reimburse- 
ment by anyone and no license, bond or financial undertaking of any 
sort is to be required from the owner, operator or agent of any highway 
vehicle, bridge, tunnel, or ferry as a condition to the furnishing of 
such service. 

Considered in the light of general governmental policy as reflected 
in other enactments, the situation presented by these statutory 
provisions relating to customs inspection services is little short of 
shocking. 

For many years it has been the general policy of the Government 
not even to permit, much less require, all or any part of the compensa- 
tion of its officers or employees to be paid by any eermnee Beaty In 
an appropriation act enacted March 3, 1917, it was provided: 

No Government official or employee shall receive any salary in connection with 
his services as such an official or employee from any source other than the Govern- 
ment of the United States, except as may be contributed out of the treasury of 
any State, county, or municipality, and no person, association, or corporation 
shall make any contribution to, or in any way supplement the salary of, any 


Government official or employee for the services performed by him for the Govern- 
ment of the United States. Any person violating any of the terms of this section 
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shall be deemed guilty of a misdemeanor, and upon conviction thereof shall be 
punished by a fine of not less than $1,000 or imprisonment for not less than 
six months, or by both such fine and imprisonment as the court may determine. 

For many years that provision was carried as section 66 of title 5 
of the United States Code, Executive Departments and Government 
Officers and Employees. In the rather general revision of the code 
which was made by the act of June 25, 1948 (62 Stat. 862), this 
provision was transferred to new title 18, Crimes and Criminal Pro- 
cedure, where it appears, modified in language but not in substance, 
as section 1914. That section reads: 

Whoever, being a Government official or employee, receives any salary in 
connection with his services as such an official or employee from any source other 
than the Government of the United States, except as may be contributed out of 
the treasury of any State, county, or municipality; or 

Whoever, whether a person, association, or corporation, makes any contribution 
to, or in any Way supplements the salary of, any Government official or employee 
for the services performed by him for the Government of the United States 

Shall be fined not more than $1,000 or imprisoned not more than six months, or 
both, 

The Transportation Act of 1940 contains a formal declaration of 
national transportation policy, which declares it to be the intent of 
the Congress that the Government shall accord fair and impartial 
treatment to all modes of transportation, to the end of developing, 
coordinating, aud preserving a national transportation system by 
water, highway, and rail, as well as other means, adequate to meet 
the needs of the commerce of the United States, of the postal service, 
and of the national defense. 

The statutory provisions relating to customs inspection services are 
obviously in direct conflict with both of the general policies referred 
to above. In providing, as a condition to the furnishing of certain 
customs inspection services, that certain private interests must pay 
the compensation of the customs officers and employees performing 
such services, the provisions run counter to the first policy mentioned. 
In imposing such requirement upon the railroads, the airlines and the 
boat lines, while exempting motor carriers and other forms of highly 
competitive transportation, they run counter to the policy declared 
in the Transportation Act of 1940. 

It is a serious misconception to think of customs inspection service 
performed at night or on Sundays and holidays in connection with 
traffic coming into this country by rail as being performed solely for 
the benefit of the railroads. There is a strong public interest in the 
matter. The railroads are compelled to schedule their trains so as to 
meet the convenience of the public with respect to times of departure 
from points of origin and times of arrival at points of destination. 
The iaternational boundary is merely an intermediate point in prac- 
tically all instances and it is impossible to schedule all trains to reach 
the border during regular daytime business hours and at the same time 
satisfy the convenience of the traveling and shipping public. 

Public interest also requires that trains shall move on definite sched- 
ules without undue delays at intermediate points. It is unthinkable 
that the public would tolerate the holding up of trains at border 
points overnight, or over the Sundays and holidays, so that customs 
inspection might be performed only in the daytime and on weekdays. 
In view of the broad public interest which controls the movement of 
their trains, it cannot properly be said that overtime customs inspec- 
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tion in connection with traffic moving by railroad is performed in the 
private interest of the railroads. 

On behalf of the railroads, I urge the inclusion in H. R. 1535 of an 
appropriate amendment to existing law which will remove the present 
unjust discrimination against them in this matter. As to the form 
which such an amendmeat might take, I call attention to H. R. 3550, 
introduced in the first session of the Eighty-first Congress by Mr. 
Dingell. The railroads would be entirely satisfied with an amend- 
ment similar to the one proposed in that bill. As a matter of fact, 
they would be satisfied with a somewhat narrower exemption than 
the one for which that bill provides. That bill would retain the pres- 
ent provisions of the law which exempt highway vehicles, bridges, 
tunnels, or ferries from the requirement to pay for overtime customs 
inspection, but would enlarge the exemption to include “‘the master, 
owner, operator, agent, or consignee of an aircraft, railroad train, or ves- 
sel engaged in oversea or foreig 1 service (i) when operating pursuant to 
regular schedules and without regard to the actual time of arrival or 
departure, or (ii) when operating without schedule if the collector is 
given reasonable notice as to the expected time of arrival or de- 
parture.”’ 

The railroads would be satisfied with an amendment which pro- 
vided only the first of the two quoted exemptions; that is, an exemp- 
tion limited to trains which are operated on regular schedules. They 
understand, however, that such an exemption would not be sufficient 
to meet the needs of the airlines and boat lines and have no objection 
to the broader exemption proposed in H. R. 3550. 

I want to emphasize two points in connection with that situation. 
The provision requires the railroads, boat lines, and airlines to pay this 
overtime for customs inspection, which runs directly counter to the 
general provisions of the law, which makes it a criminal offense for any 
outside party to pay any part of wages or salaries of any Federal 
official or employee, and which also imposes a penalty on such official 
or employee if he accepts payment in whole or in part of any of his 
regular pay from an outside party. 

The other provision | want to refer to is in the announcement of a 
national policy on the part of Congress, a so-called declaration of na- 
tional transportation policy, which appears in the Interstate Commerce 
Act of 1940, which states that it is the intent of the Congress that the 
Government shall accord fair and impartial treatment to all modes of 
transportation, to the end of developing, coordinating, and preserving 
a national transportation system by water, highway, and rail, as well 
as other means adequate to meet the needs of the commerce of the 
United States, of the postal service, and of the national defense. 

These statutory provisions that | am talking about in the customs 
laws are obviously in direct conflict with the general policies referred 
to above, against allowing outsiders to pay any part of the wages or 
salaries of Federal officials or employees. It is also directly contrary 
to the deleared national transportation policy and a definite discrimina- 
tion in favor of one type of transportation—the motor carriers— 
against the competing type—water carriers, railroads, and airplanes. 

I want to emphasize the serious misconception of thinking of the 
customs inspection service performed at night or on Sundays and 
holidays in connection with traffic coming into this country by rail 
as being performed solely for the benefit of the railroads. There is a 
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strong public interest in the matter, and the railroads are compelled 
to schedule their trains so as to meet the convenience of the public 
with respect to time of departure from points of origin and times of 
arrival at points of destination. 

The international boundary is merely an intermediate point in 
practically all instances, and it is impossible to schedule all trains to 
reach the border during regular daytime business hours and at the 
same time satisfy the convenience of the traveling and shipping 
publie. 

That concludes my statement, Mr. Chairman. 

Mr. Cooper. We thank you for your appearance, and the informa- 
tion you have given the committee. 

Mr. Sousy. Thank you. 

Mr. Cooper. Our next witness is Mr. Stuart G. Tipton, general 
counsel, Air Transport Association of America. 

Will vou give, for the record, your address, Mr. Tipton? 

Mr. Tipron. 1107 Sixteenth Street NW. 

Mr. Coorrer. The committee will be very glad to hear you. 


STATEMENT OF STUART G. TIPTON, GENERAL COUNSEL, AIR 
TRANSPORT ASSOCIATION OF AMERICA 


Mr. Tieron. Thank you, Mr. Chairman, and members of the 
committee. The Air Transport Association of America is very deeply 
interested in this customs-simplification bill, because the airlines 
operate an international service and are trying to develop a cargo 
business, international business, and in trying to develop that business 
the thing that we have to sell is speed. 

The Air Transport Association of America includes as its members 
practically all of the certified airlines of the United States. We 
therefore welcome the opportunity to discuss H. R. 1535 with the 
committee. 

The best way to demonstrate the airlines’ interest in customs pro- 
cedures is to recite the growth of international air transportation 
since the enactment of the Tariff Act of 1930. The vear after that act 
was passed in 1931 was the first vear of international air-cargo opera- 
tions in which the one airline reporting the carriage of cargo between 
the United States and foreign points carried 8,000 pounds. That has 
increased to 80 million pounds in 1950, and the cargo was carried by 
12 United States-flag airlines. While this represents only 40,000 
tons and, therefore, a small portion of the total cargo coming to the 
United States from international points, its significance exceeds the 
mere relationship in numbers, because air cargo to a great extent repre- 
sents samples of other cargo which will move by surface transport. 
It is of urgent importance that these samples move expeditiously to 
facilitate the trade. 

Passengers arriving in the United States on airlines must be ex- 
amined by customs, and this number grew from 9,052 in fiscal 1951 to 
580,609 in fiscal 1950. Passengers arriving by air now almost equal the 
arrivals in 1931 by air and sea. The nearly 600,000 passengers arriving 
by air in 1950 almost equal the 653,000 that arrived by sea and air 
in 1931. Illustrative of the impact of air transport on the customs 

service is the fact that in 1930 there were no customs inspectors 
assigned exclusively to handle international air transportation, and 
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today, in New York City alone, there are 91 inspectors solely for air 
commerce. 

My testimony will be divided into three general parts. First, 
there are several sections in H. R. 1535 which we endorse and which 
should be enacted in their present form as speedily as possible. Sec- 
ondly, there are sections which we urge be amended; and, third, there 
are matters relating to the customs procedures applicable to the 
airlines which are not dealt with in this bill, but should be included 
in this legislation. 

The three sections of the present bill which have particular applica- 
tion to airline operations, and which we endorse for prompt enactment, 
are sections 12, 15, and 9, which I would like to discuss in that order. 

Section 12 would amend the Tariff Act of 1930 to authorize the Sec- 
retary of the Treasury to grant exemption from the application of the 
customs laws for vehicles and equipment used in connection with 
aircraft accidents, such as search, rescue, investigation, repair, and 
salvage. It will be readily apparent that in the event of an aircraft 
accident customs red tape should not impede search and rescue efforts. 
The greatest expedition is necessary not only to save lives but to 
attempt to salvage cargo and very expensive modern airplanes. The 
enactment of this provision will not result in a great inflow of foreign 
goods into this country, because in this country we have an abundance 
of the supplies necessary to search for aircraft and rescue its occu- 
pants, but the enactment of this provision will have important 
consequences in the efforts of this Government to secure similar 
privileges in foreign countries to permit us to search for aircraft in the 
event of accidents. United States-flag airlines operate into at least 
87 different jurisdictions, and in each of those we need permission 
with the least possible delay to search for aircraft and rescue passengers 
and salvage cargo and aircraft in the event of an accident. 

Section 15 of the bill would amend the Tariff Act of 1930 to authorize 
the Secretary of the Treasury to permit by regulation the signing and 
delivery of manifests and aircraft-entry documents, by not only the 
pilot, as is now required, but by other authorized agents of the operator 
of the aireraft. This section would also amend the Tariff Act of 1930 
to permit the Government to impose a fine or penalty for irregularities 
or omissions in the manifests on the operator, whereas now such 
penalties may be imposed only on the pilot or person in charge of the 
aircraft. This illustrates very clearly the difference between steam- 
ship and aircraft operations. In any early day, the master of the 
vessel was the only responsible agent of the steamship company who 
was certain to fall within the jurisdiction of the customs authorities. 
Therefore, it was desirable to require his signature and it was felt 
necessary to subject him to any penalties for infractions. In airline 
operations, however, the airline must secure Government approval 
before it can land in a foreign country. This subjects not only the 
pilot but the operating company to the jurisdiction of the foreign 
government. Furthermore, the pilot’s control and responsibility for 


the aircraft when it is on the ground is far less than the responsibility 
of the steamship captain for a vessel when it is ina foreign port. Also, 
in the necessarily more speedy operation of the aircraft, the pilot is 
less informed concerning customs technicalities than are other re- 
sponsible agents of the airlines. The new procedure will actually aid 
the enforcement of the customs laws from the Government’s point of 






NOON GEN Vain OS Slane AN RMN Lilia Le tach ine 


thebSat Wa blige 


haa TY Hy 





ee ne 


+ ya 


MOS OY at ee 


Be ts Nera Oat 


rer 


Sa A Da A St ipl oe 











ous a Na 


9 Se a Ral ta OLIGO DEES pe 





SIMPLIFICATION OF CUSTOMS ADMINISTRATION 303 


view. At the present time notices of error are sometimes sent to the 
pilot which, because the pilot is shifted from one route to another, do 
not reach the airline company for several weeks. Under the proposed 
legislation, the Secretary could hold the airline operator directly 
responsible and would not be limited to enforcing his regulations by 
dealing only with the pilot. 

Both sections 12 and 15 should be enacted promptly to fulfill 
commitments by this Government made to the other countries which 
are members of the International Civil Aviation Organization. In 
the Chicago Convent on, signed in 1945, our Government pledged 
itself in article 22 to undertake and— 

* * * to adopt practicable measures, through the issuance of special regula- 
tions or otherwise to facilitate and expedite navigation by aircraft between the 
territories of contracting states, and to prevent unnecessary delays to aircraft, 
crews, passengers, and cargo, especially in the administration of the laws relating 
to * * * customs and clearance. 

And in article 23 our Government undertook— 

* * * to establish customs * * * procedures affecting international air 
navigation in accordance with the practices which may be established or recom- 
mended from time to time, pursuant to this convention * * = *, 

Pursuant to this commitment, the various governments, and there 
are now 58 members of the International Civil Aviation Organization, 
met and agreed to certain customs procedures which are contained 
in annex 9 of the convention. That annex calls for the provisions 
which are contained in this bill in sections 12 and 15. The executive 
branch of the Government committed itself to adopt these provisions, 
subject only to legislative authorization. A division of the Inter- 
national Civil Aviation Organization is meeting in Buenos Aires in 
November of this vear, at which time our Government will be called 
upon to indicate the extent to which it has fulfilled its obligations. 
The early enactment of this bill not only meet our Government’s 
commitments but will aid our efforts to get similar provisions in other 
countries. 

The third section of the bill which deals directly with aircraft opera- 
tions is section 9, which would authorize the Secretary of the Treasury, 
by regulation, to admit to the United States, without payment of 
customs duties, ground equipment for aircraft. Specialized ground 
equipment is necessary to handle and service the aircraft when it 
lands at various airports. These are usually specially designed to be 
used with a given aircraft, and it is essential that the equipment used 
be standard and uniform, whether the aircraft operates in Germany, 
Great Britain, or India. 

Since most of this type of equipment is manufactured in the United 
States, it is unlikely that very much ground equipment will be im- 
ported into the United States, but it is highly important that this 
Government enact this legislation to aid our Government in securing 
reciprocal rights in the more than 87 jurisdictions to which our airlines 
operate. 

In the next part of my testimony, I will discuss two customs pro- 
cedures which although recognized as troublesome by the Treasury, 
are not adequately dealt with in this bill. The two are the consular 
invoice and the use of informal entries. We concur in the Depart- 
ment’s view that some amendment of the Tariff Act with respect to 
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these is necessary but we believe the provisions in this bill should be 
amended. 

As the committee knows, the consular invoice is a document de- 
scribing the goods which is made out by the shipper abroad and 
certified by a United States consul. Section 16 of the bill would 
relieve the shippers of preparing such a document if the shipment is 
valued at less than $250. At the present time, the exemption applies 
to goods valued at less than $100. We certainly concur with the 
Treasury Department that something should be done to relieve ship- 
pers of the onerous requirements of securing consular invoices, but 
we think the document should be eliminated. That invoice is ex- 
tremely complicated to prepare. It delays shipments substantially, 
is expensive, and is unnecessary. To demonstrate how complicated 
it is, let me point out that although the form itself consists of two 
sides of one sheet, nevertheless the instructions for preparing the 
form require six pages and these six pages must be understood by 
foreign shippers. The delay involved includes not only the filling 
out the form but the shipper must visit the United States consulate, 
although this office may be in another part of the country, to leave 
the invoice and oftentimes must make a second visit to pick up the 
verified invoice. Both visits involve delays and increase the expense 
of foreign trade. It will be apparent since shipments from parts of 
South America and Europe can be flown to the United States over- 
night that it may often take longer to secure a consular invoice than 
it will to fly the goods to this country. We believe the form serves 
no useful purpose in that information needed can be secured from the 
commercial Invoice propared by the seller and from the airway bill 
which accompanies the goods. 

We strongly recommend that the form be abolished. However, if 
that is not possible the form should be required only for shipments 
valued at $500 or more. The form is not required today when the 
value of the goods is less than $100, but that figure was adopted so 
long ago that we believe to admit an equivalent amount of goods to- 
day without a consular invoice would require the value to be set 
nearer $500. This is supported by the recent increase to $500 as the 
value of the goods which may be brought to the United States duty 
free by returning residents. Until just recently, that figure was $100 
but Congress recognizing the difference in the purchasing power of 
the dollar raised it to $500. To increase the value of goods which 
do not require a consular invoice to $500 would make these two 
actions consistent. 

This same section of the bill, namely, section 16, also recognizes the 
desirability of broadening the use of informal entries. Thus this sec- 
tion would provide that informal entries which now may be utilized 
on shipments valued up to $100 be applicable to shipments valued up 
to $250. Under the informal entry procedure the employees of the 
customs service themselves prepare all the documents necessary and 
these are then signed by the owner or the agent making the entry. 
The Government is adequately protected in that its own employees 
prepare the forms and collect any duty which is assessable. We 
heartily concur with the Treasury Department that the informal entry 
procedure should be used more extensively and we have three sugges- 
tions as to how its use should be broadened. 
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First, we believe that goods valued up to $500 or less should be 
subject to informal entries. This larger figure would be an appro- 
priate recognition of the change in purchasing power of the dollar and 
make the amount of goods which could be admitted by informal entry 
consistent with the amount which can be brought back by a returning 
resident. Secondly, the bill should provide that goods on the free list 
which are not subject to customs duty should also be admissible under 
the informal entry procedure. Since no duties are collectible on goods 
entering under the free list, there is no justification for imposing on 
such goods the complicated delay and expensive procedure of the 
usual formal entry. The third recommendation is that the committee 
should make clear that air carriers can make informal entries on behalf 
of their consignees. 

The great speed with which air carriers can bring goods to the 
United States combined with the speed with which the goods can 
move from ports of entry make it essential that air carriers be author- 
ized to make informal entries. Thus, a ladyv’s blouse can come from 
Paris to New York overnight and be in St. Louis before the close of 
business on the same day and be on the sheif of a St. Louis store 
about 36 hours after it left Paris. To do that it would be necessary 
to clear the goods through customs in New York at any hour of the 
day or night. The customs inspectors are on duty in New York 
around the clock and the airlines operate around the clock, but 
because the airlines are not permitted to make informal entries, this 
optimum speed of transportation cannot be realized. ‘The shipments 
that arrive late in the day, during the night or on holidays have to 
wait until the following business day. We see no justification for 
denying the American importer the speed that air transportation can 
provide. I do not believe that the Congress wants to deny to the 
American importer those benefits. 

Under present law the Secretary has the discretion to permit the 
airlines to make informal entries. Section 498 of the Tariff Act of 
1930 provides: 

The Secretary of the Treasury is authorized to prescribe rules and regulations 
for the declaration and entry of—(1) merchandise not exceeding S100 in value 
including such merchandise imported through the mails. 

It is under this section that the Secretary of Treasury can authorize 
informal entries. He has permitted the United States postal em- 
plovees to make entry of goods imported through the matls and has 
given this same privilege to truckers bringing goods into the United 
States. 

There is no danger to the United States customs revenues from 
permitting air carriers to use this procedure. First, the forms are 
prepared by United States customs employees; secondly, the certifi- 
vated air carriers are all bonded to protect the United States Govern- 
ment against the loss of any revenue. In fact certain of the officers 
in the customs service suggested that informal entries be used to 
expedite the handling of air cargo shipments. 

We have tried for more than 3 years to secure a clarification of our 
right to enter goods in this manner but we have not vet had a decision 
by the Treasury Department. Next month it will be 2 years since 
the customs service held a hearing on this problem in Baltimore, Md., 
but we have not been able to learn either the result of that hearing 
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or to secure any explanation of why the airlines should be denied this 
right. We strongly recommend that this committee make it perfectly 
clear either by statutory language or in its report on the bill that 
airlines may enter goods informally within the values prescribed by 
the statute. 

In addition to the customs procedures which the Treasury Depart- 
ment recognizes as requiring new legislation there are others not 
dealt with which should receive attention in this legislation. 

The first of these relates to the preclearance of aircraft at cities 
outside of the United States when they are destined to points in the 
United States. There are several important advantages to the 
United States Government from this procedure. First, the United 
States could save expense in terms of the number of inspectors neces- 
sary to handle incoming aircraft. For example, aircraft from Toronto, 
Canada, fly to Buffalo, N. Y., New York City, Cleveland, and Chicago. 
At the present time, the United States customs service employs 
inspectors at each of those four points, whereas if it inspected the 
aircraft and examined the passengers’ baggage before they left 
Toronto it could eliminate the expense of inspection at the four 
destination cities. Similarly, aircraft from Montreal, Canada, 
operate to Syracuse, Albany, Rochester, New York City, Boston, 
and Tampa. At the present time inspectors are maintained at all 
those points whereas if the aircraft were inspected at Montreal before 
departure inspections could be eliminated at destination. The 
Immigration Service has recognized the great advantages of pre- 
clearance and is today inspecting the passengers on our airplanes at 
Toronto before the planes enter the United States. 

The Immigration Service is also anxious to start such preclearance 
at Montreal, Canada, but the customs service has not vet started, 
After trying for several years to get the Customs Bureau to commence 
preinspection, it is only recently that the Bureau has agreed to 
inaugurate it at Toronto but on an unsatisfactory basis. Even 
though Customs is willing to examine passengers and their baggage 
and collect duties before the aircraft takes off from Toronto it never- 
theless wants us to file a paper when the aireraft arrives in the United 
States. This requires the maintenance of employees at destination 
for the sole purpose of receiving those documents. This, of course, 
increases the expenses and reduces the desirability of such preclear- 
ance. We strongly recommend that this committee make it perfectly 
clear that the customs service should avail itself of preinspection 
procedures to the fullest extent possible and to permit the greatest 
savings in its own end the air carriers’ operations. 

The second very important aspect of customs inspection procedure 
which is not dealt with in this bill and which should be clarified in 
this legislation is the current requirement that the airlines pay for 
customs inspections. 

Customs inspections are performed to enforce the tariff laws of the 
United States in order to protect American industry and agriculture, 
and to collect Federal revenue. These services benefit all citizens 
and there is no reason why they should be paid for by the air carriers. 
Nevertheless, under present law, when an airplane arrives on a Sunday 
or holiday or at times other than tours of duty of the inspectors the 
airline must pay overtime charges for the inspections. The overtime 
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rates are high. We regard these as unjust exactions and this bill 
should relieve air carriers of paying them. We urge that air carriers 
should be placed on the same basis as bus lines, truck lines, and ferries, 
who now receive customs inspection services without paving for over- 
time services. Actually both Houses of the Congress have approved 
our proposal. In 1944 this committee reported and the House passed 
a bill which would have relieved the airlines of customs overtime pay- 
ment. The provision was lost in conference. In 1948, the Senate 
passed a bill which would have accomplished the same purpose and 
it died in the House. 

Let me explain how the present practice came about. This burden 
on the airlines was not imposed by direct legislation of the Congress. 
It is imposed under laws adopted to regulate other carriers. 

The imposition of charges for customs service had its genesis in the 
act of February 13, 1911 (36 Stat. 1901; 19 U. S. C. 267), and was 
broadened by the amendments in the act of February 7, 1920 (41 
Stat. 402), which were applicable only to vessels originally, and then to 
land vehicles. Power was given the Secretary of the Treasury in the 
Air Commerce Act of 1926 (sec. 7 (b); 49 U.S. C. 177), and in the 
Tariff Act of 1930 (sec. 644; 19 U.S. C. 1644), to apply “to civil air 
navigation the laws and regulations relating to the administration of 
the customs laws to such extent and upon such conditions as he deems 
necessary.” 

Congress has never considered specifically the customs needs of 
air transport or legislated directly on that problem. When the 
Tariff Act was enacted in 1930 the delegation to the Secretary was a 
reasonable disposition of the detailed administration of the customs 
laws because at that time American-flag airlines were operating inter- 
national air services to a limited extent. Today, however, there are 
at least 35 airports of entry used by air carriers and the number of 
international passengers carried by American air carriers has grown 
as I pointed out at the beginning of my testimony. During this time 
the Secretary of the Treasury, under the statutory delegation by 
Congress, has merely applied to air transportation the customs statutes 
and regulations relating to overtime applicable to surface ‘‘vehicles”’ 
and “vessels” (see sec. 6.10b of the Customs Regulations of 1943, as 
amended). 

These laws and regulations, brought into being for occasional or 
intermittent overtime services, are today applied to the scheduled 
services of air carriers and impose onerous financial burdens. The 
total charges paid by United States air carriers for customs services in 
1947 was over $500,000. One airline paid $275,000 during that vear. 
We understand that this amount is more than twice the amount 
paid by any railroad. Two other airlines paid over $75,000 that vear 
which we understand is more than the amount paid by any but three 
railroads. The cost each year to the airlines can be expected to increase 
as the number of flights increase. The burden of such payments can 
be graphically illustrated by presentation as charges per passenger. 
On a plane operating between Montreal and New York, where the 
fare per passenger is $21.30, the charge for customs service alone has 
been as high as $25 to $30 per passenger, and charges of $3 to $5 per 
passenger are numerous. 
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The customs overtime statutes! and regulations,? now enforced 
with respect to airlines can be summarized as follows: 

The regulations provide that when a customs employee works in 
excess of the regular 8-hour tour of duty, compensation for such 
excess shall be computed as follows: For each 2 hours’ service, or a 
portion thereof in excess of 1 hour, he shall receive one-half day’s pay. 
If the overtime service does not commence until more than 4 hours 
after the regular tour of duty, the employee receives, in addition, a 
bonus of 4 hours, which is the equivalent of another day’s pay. 
The rates for Sunday and holiday service are fixed at twice the daily 
rates for any service of less than 8 hours during the 24-hour period. 
Any service in addition to the 8-hour regular service on a Sunday or 
holiday is compensable at the regular overtime rate, in addition to 
the Sunday or holiday rate. These rate schedules can be illustrated 
by the following examples: 

1. If an employee worked a regular tour of duty on a week day 
and worked after 9 p. m. and before 6 a. m. the following day, he 
would be compensated as follows: The employee would receive a day’s 
pay for the regular tour, a bonus of a day’s pay for the period be- 
tween 5 p. m. and 9 p. m., and a half day’s pay for each 2 hours of 
work during any period thereafter. Thus, if he worked between 10 
p. m. and 4 a. m., he would receive a total of 34 days’ pay for 14 hours 
of work. 

2. If a customs emplovee is called back and works from 11 p. m. 
on a Sunday or holiday to 1 a. m. of the next day, his compensation 
would be computed as follows: For being called back he would receive 
a day’s pay. For the hour on Sunday he would receive 2 days’ pay. 
For the hour on Monday he would receive one-half day’s pay. Thus 
he would receive a total of 35 days’ pay for 2 hours of work. 

That these rates are high was recognized by Congress when it 
prescribed them and is recognized by the customs service in its admin- 
istration of them. Congressman Moore explained the rate as follows 
(hearings on H. R. 9525, 61st Cong., 2d sess., at p. 470): 

Mr. Forpney. The compensation for night work would be more than twice 
the compensation for dav work. 

Mr. Moore. | think not, but so long as a man works in the daytime and then 
continues his work through the night, if the expense does not come out of the 
Government he should be paid double. 

It was also explained to Congress at that time that very little of 
such work would be performed. 

The Customs Bureau recognizes these rates as too high for the 
Government to pay by prescribing that no employee shall be assigned 
to overtime unless it is payable by a private party, except under 
special authorization (sec. 24.16, Customs Regulations of the United 
States, 1945, as amended.) 

The airlines, of course, cannot avoid these rates. Nor are the oc- 
casions for paying them rare. The airlines run regular schedules to 
which customs employees are assigned on an overtime basis. Thus, 
at one airport one airline paid in one year $32,000 in overtime charges 
for one daily plane arrival. This sum was divided among six customs 
employees. 

The certificated common carriers by air operating on regular 
published schedules should not bear this financial burden. 





119 U.S. C. 257: 1401, 1459, 1451, 145la, 1452 
2 Customs Regulations, 1943, as amended, sec. 6.10b and 24.16. 
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Fundamentally, customs inspections are made by the Federal 
Government to enforce the tariff laws for the protection of American 
industry and agriculture and to collect Federal revenues. Neither 
the protective services, nor the collection services should be paid for 
by the scheduled common carriers, for they provide simply a convey- 
ance whereby the goods subject to duties are brought in. It has gen- 
erally been conce ded that the customs services should be provided and 
paid for by the Federal Government. From the very beginning of 
statutory imposition of charges for overtime services on the carriers, 
various spokesmen have emphasized the anomaly of the situation. 
Thus, in 1920 the collector of the port of New York was quoted on the 
floor of Congress as saying: 

The collector goes on to say that fundamentally he does not believe in the 
Government being reimbursed for Government work * * * (59 Cong. Ree. 
2172, January 28, 1920.) 

This view was forcefully repeated by the House Ways and Means 
Committee in 1929, when it said: 

Your committee, therefore, believes that considering the policy of the Govern- 
ment against payment for governmental services by private interests and the 
general conditions in connection with the movement of treins, ferryvboats, and 
vehicular traffic, the customs service should be prepared to rencer a 24-hour 
service and Sunday and holiday service to these transportetion fecilities, without 
requiring payment therefor by private interests (H. Rept 7, 71st Cong., Ist sess., 
1929, p. 170, et seq.). 

That view is clearly sound. Let us examine the considerations 
which led to the adoption of a different practice to see whether those 
apply to air transportation. 

Our investigation of the history of the present practices indicates 
that the early inability to schedule ship movements to precise hours 
of the day, due in part to the movement of the tides, and the resultant 
odd-hour arrivals led to requests for special customs services. The 
shipowners were anxious to unload their passengers and cargo at the 
earliest opportunity and secured economics from special customs 
services which apparently more than offset the occasional charges for 
overtime services. 

We cannot say whether those original considerations apply to 
surface carriers today, but it is clear that they do not apply to air 
carrier operations and do not support the imposition of charges on 
air carriers. Airline services are scheduled and those schedules are 
filed with the Cusioms Bureau and other Government bodies well in 
advance of their taking effect. The schedules operated are required 
by the public convenience and necessity and are operated not occasion- 
ally, but regularly and at all hours of the day. Some or all of the 
schedules can be required by the Post Office Department and the 
Civil Aeronautics Board; they are not the whim of the carriers which 
can be shifted to meet the established office hours of the customs 
inspectors. The airlines are not requesting a special service uring 
to their own special benefit but are complying with legal requirements. 

Where the public demands 24-hour border service by highway 
vehicles, including commercial buses and trucks, cusioms inspection 
service is provided on a 24-hour basis without requirrig the bus lines, 
private automobiles, or pedestrians to pay for overtime services 
(19 U.S. C. 1451a). There is no apparent reason for complying with 
the public’s demand in one case, and penalizimg the air carriers for 
satisfying that demand in the other. 
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The advent of aviation has required several new governmental 
services on a 24-hour basis, for which the Federal Government does 
not require private compensation. In the performance of Immigra- 
tion and Naturalization inspections Congress has recognized the new 
demands of air service. Charges for overtime services are not assessed 
against the airlines operating on regular schedules (see 8 U.S. C. A. 
109 (b) (1942)). The imposition of overtime charges for customs 
inspection is an anachronism out of keeping with the Government’s 
general policy of recognizing and promoting this new method of 
transportation. 

We strongly recommend that the committee consider this problem 
and adopt some legislation on it as promptly as possible because of 
the long delay we have experienced. Four years ago we asked for 
relief of the executive branch of the Government which recognized 
that some legislation should be adopted. The executive agencies 
started a study of the problem at that time. The Air Coordinating 
Committee has studied it and now we understand the Bureau of the 
Budget and the Civil Service Commission are studying the problem. 
This 4-year delay should not be extended. The legislation we are 
proposing would not necessarily conflict with the matters which are 
now being studied by the executive agencies. Their primary problem 
is the question of equalizing the overtime pay of inspectors so that 
customs employees and immigration and public health employees 
working side by side will be compensated on the same basis. The 
rate of pay is not dealt with here. We urge that in this legislation the 
Congress make clear that whatever rate is set be paid by the Govern- 
ment for government work. 

It should also be kept in mind that although we are asking that the 
Government provide the customs inspection services for scheduled 
air carriers at Government expense, that does not mean that the 
expense to the Government would be as great as it is to the airlines. 
If regular tours of duty were assigned for the performance of the 
customs inspection, the present large expenses could be avoided. It 
is only where the work is performed on overtime assignments that 
these large obligations are incurred. 

It is the position of the air carriers and of this Association that the 
performance of customs service for travelers and shippers by air 
carriers requires specific consideration by the Congress. We believe 
that such consideration should and will lead to the conclusion that 
the Government should provide customs inspection services for 
scheduled air services and the present laws should be amended to 
that effect. 

We appreciate the opportunity to appear before your committee 
to discuss this important legislation. We have several other comments 
to make on the bill but they are of such detailed character that our 
purpose can be accomplished by merely inserting them in the record 
at this point if the committee approves. Also I would appreciate 
permission to insert at this point specific drafts of amendments to 
carry out the general suggestions we have made. 

Mr. Cooper. You have that permission. We thank vou for your 
appearance and the information that you have given the committee. 

(The matter referred to above appears in the appendix.) 

Mr. Coorer. The committee will stand adjourned until 10 o’clock 
tom»rrow morning. 

(Whereupon the committee adjourned to meet the following day 
at 10 o’clock.) 
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TUESDAY, AUGUST 14, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 
The committee met at 10 a. m., Hon. Jere Cooper presiding. 
Mr. Coorrr. The committee will be in order. 
The first witness is Mr. C. P. McFadden. 
Will you please give your name, address, and the capacity in which 
you appear for the benefit of the record? 


STATEMENT OF CORNELIUS P. McFADDEN, CHAIRMAN, RUBBER 
FOOTWEAR DIVISION, RUBBER MANUFACTURERS ASSOCIA- 


TION, INC. 


Mr. McFappen. My name is Cornelius P. McFadden. I am em- 
ployed by the Rubber Manufacturers Association of New York, 444 
Madison Avenue, and serve as chairman of an industry division em- 
bracing the manufactures of waterproof rubber footwear and rubber- 
soled canvas footwear. In behalf of these manufacturers I wish to 
thank the committtee for this opportunity to appear before you. 

Mr. Cooper. We are pleased to have you. You may proceed. 

Mr. McFappen. We are here to petition the committee to retain as 
an integral part of the customs law of this country the so-called Ameri- 
ean selling price principle of computing duty on certain imports. 

This system has been a basic part of the organic customs law of the 
United States for more than a quarter of a century. It is fundamental 
to the stability and well-being of the rubber footwear industry and its 
20,000 production employees. 

The American selling price principle was invoked by President 
Hoover to protect the domestic rubber footwear industry from the 
economic impact of a flood of rubber footwear dumped in this country 
during the early thirties by manufacturers in Japan and Czechoslo- 
vakia. Rubber footwear made by low-wage labor has been poured 
into the United States in such quantities that it brought our industry 
to the point of virtual collapse. Invocation of this formula averted 
that collapse, and because of its fairness and effectiveness, this principle 
was later reaffirmed by President Roosevelt. 

A proposal is made in the bill now before you, H. R. 1555, section 14, 
to scuttle this formula for computing duty on imported rubber 
footwear and certain other products. We voice our vigorous objection 
to both that section and section 13. We urge that the committee 
delete both sections in their entirety from the customs simplification 
bill of 1951. We contend that section 14 is not germane to a measure 
otherwise pointed at streamlining and simplifying customs procedures, 
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Section 14 would substitute for a simple, clearly understood and 
workable formula a vague and confused method of computing duty 
on these products. It would at the same time, in our opinion, open 
the door to a new flood of cheap-labor rubber footwear. Much of that 
footwear, in fact, would flow from behind the iron curtain. 

Our industry at this time takes no position with reference to other 
sections of the bill before you. I might interpolate that does not 
mean our industry favors any other provisions of the bill, but we are 
only talking about the ones we clearly understand. 

Mr. Chairman, I would like to request permission to submit at a 
later date for the record copies of letters sent to various Members of 
Congress by members of the rubber footwear industry and representa- 
tives of their employees setting forth their position on the bill now 
before you. 

Thank you again for this opportunity to present the views of the 
American rubber footwear industry. 

Mr. Cooper. With respect to vour request, Mr. McFadden, about 
submitting some letters, about how many are there? 

Mr. McFappen. There might be a file of about 50 to 60 letters; 
that would be all. 

Mr. Coorrr. You have permission to submit them to the clerk, 
and he will pass on the question of including them in the record. 

Does that complete vour statement? 

(For letters referred to above, see appendix.) 

Mr. McFappen. That completes my statement. 

Mr. Coorrr. Are there any questions? 

Mr. Resp. I would like to ask one question about the volume of 
footwear coming in that is coming mostly from iron-curtain countries. 
From what countries particularly of the iron-curtain countries is it 
coming; is Czechoslovakia the chief one? 

Mr. McFappen. Traditionally, Czechoslovakia has been the most 
serious competition on waterproof footwear and Japan on canvas 
footwear, and latterly Czechoslovakia has been pretty important on 
canvas footwear. 

Mr. Reep. Are there any other countries behind the iron curtain? 

Mr. McFappen. That is all. 

Mr. Reep. Have you heard any rumors that countries outside the 
iron curtain are planning to produce this footwear? 

Mr. McFappen. We have noticed over the last year and a half 
reports of shipments coming in from Holland, France, and England. 
We understand that is part of what is known as BATO, western organi- 
zation. We presume those are the principal countries. 

Mr. Reep. Has the volume increased to such an extent from these 
other countries outside the iron-curtain countries that there is a strong 
presumption that Czechoslovakia and this organization you have 
mentioned are responsible? 

Mr. McFappen. Over the last few months it begins to look that 
way. We have not any very accurate reports. 

Mr. Foranpo. Mr. McFadden, I agree with you that there are some 
imports of these goods from Japan, but I do not imagine you want 
the record to show you believe that Japan is behind the iron curtain; 
do you? 

Mr. McFappgen. No. I mentioned all waterproof footwear. 

Mr. Foranp. You were referring to Japan as well as the other 
countries all in one breath. 
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Mr. McFappen. I did not mean that. I meant Japan had been 
traditionally an exporter of canvas footwear, and latterly Czecho- 
slovakia had gotten into that picture. 

Mr. Foranp. I just wanted to clear the record on that point. 

Mr. McFappen. I thank you for clearing it for me. 

Mr. Cooper. If there are no further questions, we thank you, Mr. 
McFadden, for your appearance and the information you have given 
the committee. 

The next witness is Mr. John C. Lerch. 

Please give your name, address, and the capacity in which you 
appear for the benefit of the record. 


STATEMENT OF JOHN C. LERCH, OF THE FIRM OF LAMB & LERCH, 
NEW YORK CITY 


Mr. Lercu. My name is John C. Lerch. I am the surviving part- 
ner of the firm of Lamb & Lerch, doing business at 25 Broadway, New 
York City, specializing in the practice of customs law. 

[ entered the customs field in 1912 as private secretary to the 
Honorable Eugene G. Hay, a judge of what is now the U nited States 
Customs Court. In that capacity it was part of my duties to assist 
in the preparation of decisions of customs cases. In 1920 I left Judge 
Hay and joined the staff of the Assistant Attorney General in Charge 
of Customs where for 5 years I was Chief of the Reappraisement 
Division which had charge of all litigation pending before the customs 
courts involving the value of merchandise. On January 1, 1926, I 
left the Department of Justice to establish my present firm. I have 
been continuously in the practice of customs law since that date. 

I am appearing here on behalf of the following industries: 

Synthetic Organic Chemical Manufae 5 Association of the 
United States, 41 East Forty-second Street, New York 17, N.Y. 

Manufacturing Chemists’ Association, Inc .. 246 Woodward Build- 
ing, Washington 5, D.C. 

Collapsible Tube Manufacturers Association, Candle Manufac- 
turers Association, and Twisted Jute Packing and Oakum Institute, 
all of 19 West Forty-fourth Street, New York 18, N.Y. 

Toy Manufacturers of the U. S. A., Inc., 200 Fifth Avenue, New 
York 10, N. Y. 

Industrial Wire Cloth Institute, 74 Trinity Place, New York 6, N.Y. 

United States Potters Association, East Liverpool, Ohio. 

The rubber footwear division of the Rubber Manufacturers Asso- 
ciation, 1832 M Street NW., Washington, D. C. 

My appearance will be more on the technical side of the bill. The 
practical effect of the changes made by this bill will be discussed by 
members of some of the industries I have listed. 

In the title of this bill, Mr. Chairman, the word “simplification”’ 
occurs. Websters Collegiate Dictionary, fifth edition, defines ‘‘sim- 
plify”: “To make simpler; to show an easier or shorter process for 
doing, and so forth—simplification, n. 

The title of this bill, according to section 1, is Customs Simplifica- 
tion Act of 1951. 

If under this definition it is meant to “show an easier or shorter 
process”’ for circumventing the protection Congress attempted in 1930 
to afford American industry and which it has so effectively lessened 
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through unconstitutional delegation of power to the State Depart- 
ment under the Trade Agreements Act, then I would say the bill is 
correctly titled. 

If, on the other hand, the proponents of this bill have given a 
thought to the maintenance of the little protection American industry 
has left by the above Webster definition, I suggest a change in the 
title to “The Customs Complication Act of 1951” r “The Act of 
1951 to facilitate more liberal and effective pantoecihr by foreign 
producers with American labor and investment.”’ 

Based upon the experience I have had with this kind of legislation 
while | was in the Government service and since I have been out, I 
am sincere in my conclusions of what I have just said. 

The industries that I represent have authorized me to comment 
on the technical side of this bill while some of them will amplify my 
conclusions by practical and business illustrations of the accuracy of 
my conclusions. 

‘This committee permitted the Treasury Department officials to 
consume a week of its time in the dead of summer to explain every 
section of the bill after Secretary Graham had submitted his analysis 
of every section of the bill on the opening day. It would seem only 
fair that sufficient time should be accorded those who are affected 
by this bill to answer this voluminous record. 

. give you by the same dictionary the definition of ‘“material’’: 

Of or pertaining to, or consisting of matter; not spiritual, phy sical. 2. Of 
soli or weighty character; of consequence; important. 3. * *, 4. Per- 
taining to, or affecting, man’s bodily wants, interests, or comforts. 

Let us look at the first section of this bill after the title section— 
section 2, which deals with the requirement of injury in dumping and 
countervailing duty sections of existing law. 

This section inserts before “injury”’ the word “materially.”” I have 
read you the definition of “material.” It is sufficient in the present 
law that an industry be injured or even likely to be injured. Appar- 
ently by the insertion of the word “materially’’ Congress would 
require that the injury, instead of being threatened, should take on a 
solid or substantial character or the injury be consequential or im- 
portant. 

Whether this actually works a fundamental change in existing law, 
as I think it does, is immaterial since Mr. W. R. Johnson of the Bureau 
of Customs stated in his testimony last week that the changes in this 
section were just to bring in line the wording of the law to coincide 
with its present administration. Isn’t this tantamount to saying 
that Government administration has been requiring material injury 
before a dumping order was issued? I assume Mr. Johnson has 
submitted to the committee the list of applications and orders of 
dumping since 1930. Does it not furnish a complete answer to why 
there have been practically no dumping orders issued in the last 
5 years? Isn’t it also an admission on the part of Mr. Johnson that 
this administration has read into the law requirements that are not 
there and which Congress could not have contemplated since they 
change the whole intent of the law? 

I am dwelling on this section of the law because it is the first section 
of the taw that makes changes. And I would like to remark that most 
of the other sections that “simplify” are just as vulnerable. But I 
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know I would not be allowed the same time the Government witnesses 
took to try to explain section by section. 

Let us try to test this change from a practical standpoint. <A 
domestic manufacturer of some affluence decides he is going to manu- 
facture a commodity which we have with rehabilitation funds, Mar- 
shall and otherwise, equipped a German or Japanese manufacturer 
to make and land duty paid in this country at $1. That industry, 
let us suppose, appropriates $2 million to erect a plant and make the 
same article at a cost which will let them compete with the imported 
landed cost of $1. Although the foreign shipper sells to his foreign 
customers at the same price that permitted him to land his merchandise 
in the United States at $1, he now has word that he is about to be in 
competition with one of the strongest American companies; so he 
reduces his export price to land the merchandise at 85 cents. On 
hearing of the export price of this commodity being reduced to the 
point where he could not compete, our American producer cancels 
all contracts to erect a new plant and decides to withdraw from the 
market. 

Has the domestic manufacturer under this bill been materially in- 
jured or “materially retarded from being established’? What yard- 
stick would this committee establish for the administration of this 
new provision? I daresay that the Bureau of Customs in the case I 
have set forth would not issue a dumping order. 

From this it would seem that the very first section of the proposed 
bill radically changes the intent of Congress as expressed in the ex- 
isting antidumping law, and if the Treasury Department is now re- 
quiring the element of material injury, I do not believe it has properly 
andministered the law. 

I have explained in this detail the change in the antidumping law 
because practically every section of this bill makes a similar change 
in the administration of customs. In effect, it is an attempt at tariff 
revision under an anesthetic that the proponents call simplification. 
I feel it would needlessly take the time of this committee to analyze 
this bill section by section as the Government witnesses have done. 

Mr. W. R. Johnson, and I believe, Mr. Philip Nichols, Jr., ad- 
mitted that they regarded sections 13, 14, and 20 of this bill as the 
most important. For the industries that I represent I agree with 
them that these sections have the most far-reaching effect, so that I 
will attempt to cover these sections in some detail. 

Section 13 by its wording repeals section 402 of the Tariff Act of 
1930 in toto and substitutes therefor the language of section 13 of this 
bill. Section 402 provides the bases for the appraisement of imported 
merchandise bearing an ad valorem rate of duty. These sections have 

own out of long experience by trial and error and repeated revision 
vy Congress until now we have definitions the meaning of which has 
been established by over half a century of litigation. Government 
officials, importers, and domestic interests know or can readily ascer- 
tain just what these provisions mean. The basic form of value is 
foreign value or export value, whichever is higher. The first alterna- 
tive is United States value. The second alternative is cost of produc- 
tion with a provision for American selling price, which is applicable 
to some types of merchandise. In the proposed section 13, foreign 
value is completely eliminated, making export value the basis for the 
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assessment of ad valorem duty. On its face, export value would 
seem to very closely follow the existing law. However, in subsection 
(g) of section 13 we find new definitions of the terms used in each of 
the forms of value prescribed by this section. 

In section 13 (g) (1) “Freely sold or offered for sale” is defined as 
“sold or offered to all purchasers at wholesale without restrictions as 
to the disposition or use of the merchandise by the purchaser, except,”’ 
and then follow restrictions which would be tolerated. It should not 
be hard for one experienced in importing to erect a restriction which 
an exporter could impose that would take his merchandise out of 
export value. 

Section 13 (c) defines United States value and contains the same 
provision for ‘freely sold or offered for sale.’ Here the importer has 
it within his power to erect restrictions that would render United 
States value inoperative as the basis for appraising ad valorem 
merchandise. In the event that this would happen, section 13 (d), 
Comparative value, would apply. I will read that: 

The comparative value of imported merchandise shall be the equivalent of the 
export value, as nearly as such equivalent may be ascertained or estimated, on the 
basis of the export or United States value of other merchandise from the same 
country which is comparable in construction and use with the merchandise under- 
going appraisement, which appropriate adjustments for differences in size, 
material, construction, texture, or other differences. 

A reading of this section by one wholly unfamiliar with customs 
procedure should convince him that it places in the hands of the 
appraiser unlimited power to determine what merchandise from the 
country of exportation is comparable in construction and use, what 
adjustments shall be made for differences in size, material, construc- 
tion, texture, etc., without prescribing the yardstick or the limits to 
which the appraiser may go. In other words, under his discretionary 
power he could appraise fine, high quality percale sheets on the basis 
of muslin sheets imported from the same country or a fine quality of 
decorative lumber on the basis of common lumber used for sheathing 
or a rare chemical on the basis of a chemical made by the ton. The 
examples are endless, and while they may seem absurd, I find no 
safeguard in the law which would prevent it. 

Maybe this is simplification, but to my mind it does not fall within 
the definition I supplied. 

If comparative value fails—and I see no reason why it would fail 
unless the appraiser lacked imagination and initiative—then we would 
go to constructed value. On its face, this form of value would appear 
to follow the existing cost-of-production provision. Here again we 
must look at the new definitions of the old terms that were used, and 
we find in these definitions powers to estimate which the appraiser 
does not have under the existing law. There is a grave question 
whether these powers to estimate and adjust for differences will not 
preclude the judicial remedy now extended to aggrieved parties, for it 
is well-settled law that a Federal court will not review a discretionary 
power vested by Congress in a Government officer or agency. 

Now let us go to section 14 of this bill. 

For the best part of a century, coal-tar chemicals and dyes were in- 
cluded in the regular enumeration of dutiable items and assessed with 
ad valorem duties. No chemical industry was developed in this 
country under this treatment, and when World War I began we found 
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ourselves without the essential drugs and chemicals to prosecute the 
war. It was then that it was realized by Congress that we could no 
longer be dependent on Germany for our coal-tar products and that 
the development of a coal-tar industry in this country was essential 
to the prosecution of a war. 

Studies were made by Government agencies and hearings were had 
by congressional committees, and after a long period the assessment of 
duty on American selling price was determined to be the only basis 
for the assessment of duty on coal-tar products that would effectively 
build up an industry in this country. This was enacted into law in 
1922 and extended to the coal-tar products in paragraphs 27 and 28 
as well as other products on proclamation of the President after an 
investigation and finding of the Tariff Commission. 

At the time of its enactment into law, I happened to be the Chief 
of the Division of the Department of Justice that had charge of all 
litigation on the value of imported merchandise. It was my lot to 
present the Government’s case on all the initial litigation, and since 
I have left the Government—that is, in 1926—I have cooperated with 
the Government in the trial of all cases involving this method of 
assessing ad valorem duties. 

From this experience I can testify that American selling price is the 
simplest form of value to administer that I have encountered. All of 
its factors are based on facts readily available to the appraiser origin- 
ally and to the Government attorney on litigation. A telephone 
call by the appraiser to the American producer will produce the de- 
sired information, or a subpena, a witness for the Government attorney, 
or a subpena duces tecum the records of the domestic producer. 

Where export value is involved, all the information the appraiser 
or the Government attorney has to rely on is the prices, if any, that 
other importers are paying for such or similar merchandise and reports 
of our Government agents in foreign countries. Of these there are 
few, and from my experience the reports are inadequate for court 
procedure. 

As you may have already concluded, it is my opinion that no matter 
what degree of protection Congress intends to give to American 
industry it can best be done under the American selling price form of 
value. But under this bill this is to be abolished by section 13 and by 
section 14 an equivalent rate of duty determined based on export 
value for the competitive products of paragraphs 27 and 28 of the 
Tariff Act of 1930. In my humble judgment, this can never be done. 
But other witnesses will explain from the practical side the accuracy 
of my statement. 

Mr. Johnson of the Bureau of Customs last week testified, if my 
memory is correct, that the American selling price was invented to 
cover rates of duty that would have to be expressed in multiples of 100 
percent if based on export value. It is within the power of the 
Treasury officials who testified here last week to ascertain that there 
are currently being imported commodities dutiable under paragraphs 
27 and 28 which in normal times would pay duty on an American sell- 
ing price of 20 cents a pound but which, because of the abnormal 
times, are paying the same rate of duty on 40 cents a pound on what 
virtually amounts to export value. This is far from hiding a multiple 
of 100 percent rate. 
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But later in Mr. Johnson’s testimony in answer to a question from 
a member of the committee he admitted that the abeliabanies of the 
American selling price was really intended to bring our practice into 
conformity with section 7 of GATT, which is only writing into law the 
same oD se of ITO. 
was before Congress for a full session and was never considered. 
The bill for its adoption was not reintroduced at this session. Ap- 
arently the State Depestanent has given up the ghost. Does the 
act that the State Department wrote it into GATT furnish any 
impelling reason for its adoption by Congress? 

I have a few comments on estlon 20. This section has to do with 
the conversion of currency. 

Mr. Reep. I do not want to interrupt, but I have a thought here 
on the matter of writing in this ITO provision. It would simply look 
to me as though they were just taking that way to circumvent the lack 
of action on the part of Congress. 

Mr. Lercu. That is what I intended to intimate, Mr. Reed. 

Mr. Reep. I would like to make that perfectly clear. 

Mr. Lercu. Well, ITO had in it many of these, shall we say, 
ethereal changes in our present practice allegedly for the purpose of 
making all customs cameleon and policies the same the world over 
without regard to our economy as related to the other economies of 
the world. It was for that reason, I think, that the bill was ignored 
by the Congress. 

The State Department in negotiating some of these trade agree- 
ments has written several of these provisions that first appeared in 
ITO into the trade agreements. The more or less promise to give 
up any practice in the United States that would require the assessment 
of duty on our own economic values was made and written into section 
7 of the GATT agreement. It is that which I had in mind when I 
suggested that this was by the back door enacting into law that which 
Congress refused to do when the Habana conference and ITO were 
before it for ratification. 

Mr. Reep. I am glad to get that point of view. It looks to me, 
with our high standard of living, that we ought to be very cautious 
about trying to level our economy down to the various provisions of 
the economies of other countries. 

Mr. Lercu. That is one of the strong points, Mr. Reed, of the 
American selling price. By basing a given rate in the tariff act on 
the American selling price, that rate when applied to imported mer- 
chandise is, we might say, self adjusting because it is based on the 
then selling price of the American article. If the American article 
is in ample supply, by reason of competition, the price will be low; 
hence the amount of duty that is collected will be small. If, on the 
other hand, there is a scarcity of the commodity, naturally the price 
will be high and the same rate applied to the selling price would exact 
much more duty. Therefore that method of the assessment of duty 
in its application at once takes care of the economic differences of the 
industry of this country and relates it to the protection. 

Mr. Reep. It is part of the protection of the American selling price 
in the nature of protection both to industry and labor; is it not? 

Mr. Lercn. As I said, from my experience in administering it and 

also as a Government attorney in having construed the other pro- 
visions of value in existing law, I think it is the only practical method 
of assessing import duties. 
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Mr. Reep. Thank you. 

Mr. Lercu. Section 20 has to do with the conversion of currency. 
In the administration of customs, no matter what the rate of duty 
may be or what form of value that rate may apply to, there may come 
a time when it will be necessary to convert currency. 

Section 522 of the Tariff Act of 1930 was developed over a half 
century of litigation on the conversion of currency and is now working 
smoothly and to the satisfaction of Government officials, importers, 
and domestic interests. Why change it? 

Government witnesses labored last week over this provision and 
the Assistant Secretary of the Treasury found it necessary to include 
in his analysis of the bill an exhibit of how the conversion of currency 
in accordance with the proposed section 20 would work. This was 
based on current exchanges where American dollars are sought the 
world over. Let the present tendency toward inflation continue, and 
this entire picture may change. 

This section proposes to base rates of exchange on the par value 
as established by the International Monetary Fund instead of the 
buying rate as published by the Federal Reserve Bank of New York 
at noon of each day. The Federal Reserve Bank rate is closely tied 
into what an importer has to pay for his currency to square his debts 
to his exporter and therefore is closely allied to what he should pay 
duty on, but the par value of the same currency in the Monetary 
Fund need not bear any relation to our market transfers or what the 
importer paid in settlement of his bill. But here again the Govern- 
ment witnesses last week admitted that this amendment is proposed 
to write into law one of the things to which our State Department 
tried to commit us in ITO, 

Mr. Chairman, [| could go on and analyze the various sections of 
this bill for several hours. I have tried to give you in a technical way 
some of the, shall we say, sleepers that appear in this bill. I think the 
examples I have given you should give this committee enough cause 
either to eliminate sections 2, 13, 14, and 20 or, might I suggest, to 
postpone any action on this bill until further study could be made. 

I thank vou. 

Mr. Foranp (presiding). Does that complete your statement? 

Mr. Lerenu. Yes, sir. 

Mr. Foranp. Are there any questions? If not, we thank you for 
your appearance and the information you have given the committee. 

(The following memorandum was submitted for inclusion in the 
record: ) 

Avuoust 1951. 
Re customs simplification bill, H. R. 1535. 


CHAIRMAN, 
Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Str: I testified before your committee on August 14, 1951, and in that appear- 
ance I limited my remarks to a few of the sections in the proposed bill which I 
regarded to be the more important and illustrative of the intent and scope of the 
revision of the existing law. 

Since I appeared, I have heard most of the testimony that has been introduced 
and it occurs to me that it would be helpful to the committee in the consideration 
of this bill if a more complete survey was made and the committee shown the actual 
changes which more of the sections in the bill would accomplish. 

I therefore respectfully ask that this memorandum be received and made a 
part of my original remarks. 
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REPEAL OF SPECIAL MARKING REQUIREMENTS 


Section 3 repeals the special provisions in a number of the paragraphs of the 
Tariff Act of 1930. The first in the enumeration is paragraph 28. It provides 
for the deletion of the words “the immediate container and,’’ where they appear 
in subparagraph (f) of that paragraph. This would leave the only requirement 
for the identification of a color, dye, stain, etc., that of describing it on an invoice, 
and would permit the entry into the commerce of the United States of foreign- 
made products in this paragraph with no identification on the container that 
reaches the consumer to show its foreign origin. There are many articles under 
this paragraph where their American origin would be a definite asset in their 
acceptability. Foreign origin may be a detriment. This same observation could 
be made as to each of the commodities in the paragraphs enumerated in section 
3 (a), and as to which the special marking provision is deleted. Congress, over a 
period, has seen fit to accord these American industries the protection of having 
certain competitive foreign merchandise so specially saad that the consumer 
will know that he is not getting domestic-made merchandise. The removal of 
this requirement may definitely permit the sale of imported merchandise in this 
country as American-made goods. 


FREE ENTRY PROVISIONS FOR TRAVELERS 


Section 6 (c) (A) and (B) of the proposed bill provides for the free entry of 
merchandise being brought back by American tourists. Subparagraph (A) 
permits one who has remained abroad for a period of not less than 48 hours to bring 
back with him $200 worth of merchandise. Subsection (B) permits an American 
citizen who has been abroad for a period of not less than 12 days, to bring back 
$500 worth of merchandise. 

While it may seem an altruistic attitude toward our citizens on the part of their 
Government, this provision could very readily work great hardship on some do- 
mestic industries. For illustration, English bone china because of arrangements 
between England and Canada sells in Canada at a very reasonable price over that 
at which it is sold in this country and over comparable merchandise made in this 
country. If a traveler to Montreal, let us say, remained there for the 12-day 
period, he could bring back four or five bone china dinner sets, free of duty under 
this exemption, and it could develop into a very prosperous industry running these 
valuable china sets into this country and disposing of them at the prevailing 
American price to the detriment of the American industry. 

While the proposed section provides a penalty for the sale of merchandise brought 
in by tourists, this provision in practice would be practically meaningless since it 
would be impossible to check every $500 worth of merchandise brought in by 
tourists to determine whether it had been sold. 


ADMINISTRATIVE EXEMPTIONS 


Section 11, among other things, contains a provision which in the language of 
the Treasury Department analysis of this bill ‘“‘would allow persons to bring with 
them or import by mail up to $10 for their personal use, and would allow free 
entry up to $5 in other cases.” It is conceivable under the $10 exemption for 
mail importations that a mail-order house in Canada circularizing the United 
States could become very prosperous to the detriment of American industry. 

While it is true that the present law requires the collection of duty on trivial 
amounts, yet that might prove a good investment over the injury that may be 
done by the free entry of merchandise up to $10. 


VALUE—SECTION 13 


I have commented upon this section in my appearance before your committee. 
In my comments on comparative value, [ intimated that the great bulk of im- 
ported merchandise subject to ad valorem duties would be appraised on the 
comparative-value basis which permits an appraiser to arrive at a value for 
imported merchandise by a system of additions, deductions, and allowances, all 
of his own making. 

That comparative value would be the form most generally used is confirmed 
in the Treasury analysis at the bottom of page 22 in its explanation as to why 
constructed value would be so little used “since it would make it possible for 
appraisers to estimate the comparative value from comparable merchandise in 
many cases which now must go to ‘cost of production.’ ”’ 
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On page 23 of the analysis, the following sentence appears: 

“Entirely apart from questions of administrative expense and efficiency, the 
Treasury Department believes that in any system of ad valorem taxation, the 
value used should be the true value, the market value when the merchandise has 
a market, and not an arbitrary or fictitious value.” 

How this language can be applied to comparative value is very difficult to 
understand since a value arrived at by an appraiser through estimates and allow- 
ances must of necessity be more or less arbitrary or fictitious. It certainly does 
not subscribe to a definition of fair or actual value. Under this system, would 
not an importer have to be able to read the appraiser’s mind to determine what 
amount of duty he is going to pay when he imports a given shipment? 

Furthermore, section 13 contains new definitions. Assuming, which I think is 
most doubtful, that under the proposed law the right of judicial review of the 
appraiser’s action will remain, it will require decades of litigation in our customs 
courts before the meaning of these definitions can be definitely ascertained. In 
the light of the flood of litigation that is certain to occur, can it be said that the 
work of the appraiser will be simplified, or would it not be more accurate to say 
it will become uncertain and confused? 

As I have said before, there can be no reason for the abandonment of the present 
system for an entirely new system, except as the Secretary admits on page 24 ot 
the analysis that we pledged ourselves to some such system in article 7 of GATT, 


AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION 


Section 17 will, from any practical interpretation you can place on it, virtually 
remove the assessment of additional duties that are now imposed under our law. 
Existing law, in effect, requires that there be assessed in addition to all other 
duties a duty of 1 percent for each 1 percent that the appraised value exceeds 
the entered value. 

Over a long experience, this policy was found necessary in order that the 
importer accurately state on his entry the proper value for duty purposes. This 
assured the appraiser of the maximum amount of information as to the value 
of imported merchandise. Under existing law where an additional duty was 
assessed, it can only be remitted by the United States Customs Court upon a 
finding that the entry at less than the appraised value was made in good faith 
and not intended to deceive the appraiser. The proposed section 17, to use the 
words of the Secretary at page 29 of his analysis, ‘would provide that the under- 
valuation duty shall apply only in cases where there is not only an undervaluation 
but also a failure on the part of the importer to furnish to the appraiser all infor- 
mation available to the importer at the time of entry or within a reasonable time 
thereafter, which is required by customs and is relevant to the value of the mer- 
chandise.”’ [Italics ours.] 

The bill also gives discretion to the customs officials to determine whether or 
not additional duty shal! be assessed, and it is only such cases in which the customs 
official decides to penalize an importer and assess the additional duties that will 
go to the United States Customs Court as under existing law. 

This diseretion, coupled with the ability of the appraiser under section 13 of 
the proposed bill to estimate values, is, as has been said, that it gives too much 
power to a dishonest man and more power than an honest man would want. 


CORRECTION OF ERRORS AND MISTAKES 


Section 19 of the proposed bill amends section 520 (a) (3)—Clerical error. 
This subsection permits the correction of a clerical error within a certain time 
and under certain conditions. The proposed section broadens this provision so 
as to include: 

(1) A elerical error, mistake of fact, or other inadvertence not amounting to 
an error in the construction of a law, adverse to the importer and manifest from 
the record or established by documentary evidence, in any entry, liquidation, 
appraisement, or other customs transaction, when the error, wistake, or in- 
advertence is brought to the attention of the customs service * * *.” 

The customs courts have construed existing law to relate only to a clerical error 
which was manifest from the papers in the case. The decisions also tend to limit 
this remedy to the invoice and entry papers. 

Under this proposed provision it is made to include a ‘‘mistake of fact, or 
other inadvertence not amounting to an error in the construction of alaw, * * * 
manifest from the record or established by documentary evidence.”’ By this 
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language there is placed in the hands of the Secretary of the Treasury*the right 
to pass upon practically any irregularity that will be alleged to have occurred in 
the entry, liquidation, appraisement, or other customs transaction. 

During the hearings a member of your committee expressed a suspicion that 
there may be sleepers in this act. If there are circumstances under this act that 
can be so designated, this is one. 

Under existing law, the Secretary is empowered to correct a manifest clerical 
error. All other jurisdiction he is given by this bill is reserved to the United States 
Customs Court upon a timely appeal or protest after the action of the administra- 
tive Government official has taken place. 

Under this provision the Secretary of the Treasury could readily become the 
court of first instance in cases of this character and if the importer secured the 
desired redress in this forum obviously he would have no reason to appeal to 
the customs courts. 

Mr. Chairman, I have imposed upon you to the extent of this memorandum 
in an effort to show what I meant when I testified before your committee that this 
bill amounted to a tariff revision under an anesthetic. 

From the sections that I have reviewed in my testimony and in this memoran- 
dum you can readily see that provisions of existing law have been repealed in toto. 
Entirely new provisions have been substituted. Existing powers of Government 
officials have been materially extended. Broad discretion has been vested in 
Government officials where it does not now exist. The provisions of this bill may 
materially change the jurisdiction of the customs courts over some forms of liti- 
gation. And, finally, there is grave question under the proposed bill as to whether 
or not it will not completely divest the court of its jurisdiction on questions of 
value. 

Respectfully submitted. 

Joun G. Lercn. 


Mr. Foranp. The next witness is Mr. Sidney C. Moody. 
Please give your name, address, and the capacity in which you 
appear. 


STATEMENT OF SIDNEY C. MOODY, ON BEHALF OF THE SYNTHETIC 
ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION 


Mr. Moopy. My name is Sidney C. Moody, and I am here repre- 
senting the Synthetic Organic Chemical Manufacturers Association 
as its president. This association is made up of 88 manufacturers of 
organic chemical products of which more than 50 employ less than 500 
each. The industry’s finished products include the following classi- 
fications, as shown on page 7 of Report No. 169, second series, of the 
United States Tariff Commission: 


1. Intermediates 7. Rubber processing chemicals 

2. Dves 8. Elastomers (synthetic rubber) 

3. Lakes and toners 9. Plasticizers 

4. Medicinals 10. Surface active agents 

5. Perfume and flavoring materials 1l. Miscellaneous organie chemicals 
6. Plastic and resin materials 


I am also representing the Manufacturing Chemists’ Association, 
composed of manufacturers of all tvpes of chemicals, including many 
organic compounds, but also including heavy chemicals such as acid 
and their salts, gases such as chlorine, alkalies, synthetic fibers, and 
literally thousands of other chemical compounds. Of these 121 man- 
ufacturers more than 50 employ less than 500 each. Approximately 
30 manufacturing companies are members of both organizations. 
Together these two associations represent a very large percentage, 
perhaps 90 percent of the United States chemical industry. 

Gentlemen, I started in this industry over 30 years ago washing 
beakers in a dyestuff laboratory and have had long experience in 
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sales and production. Since 1945 I have been a vice president of 
American Cyanamid Co. and general manager of its Calco Division. 

The manufacture of these products is so complex and interrelated 
that many of our members manufacture lines of products in more 
than one of the categories listed above. Practically all of these 
companies are vitally concerned with those items that are listed in 
paragraphs 27 and 28 of the Tariff Act of 1930. Any action that may 
be taken by Congress to change the definition of values under this 
act will have a tremendous and unfavorable impact upon all branches 
of the chemical industry. It could well be a matter of life or death for 
many of our smaller companies. 

To understand our point of view properly, it is necessary for me 
to review as briefly as 1 can the high lights of the history of the organic 
chemical industry, with particular emphasis on dyes and the products, 
called ‘intermediates,’ from which they are made. You know, of 
course, that the first synthetic dyestuff was discovered by the British 
chemist, William Henry Perkin, as far back as 1856, but the actual 
commercial development of the industry was undertaken by Ger- 
many and for nearly 60 years they succeeded, by one means or another, 
in keeping the know-how and production of these products almost 
exclusively to themselves. The result of this was that, at the out- 
break of World War I in 1914, neither the United States, nor Great 
Britain, nor France had an organic chemical industry worthy of the 
name. It is really striking how closely the history of the British 
chemical industry parallels that of our own. The Association of 
British Chemical Manufacturers published a very excellent report 
in 1949, from which | would like to quote very briefly: 

In 1914, this country was largely dependent upon Germany for supplies of 
many essential products, particularly dyestuffs, drugs, and other fine chemicals. 
The chemical industry of Germany, on the other hand, was in 1914 both compre- 
hensive and well organized. It was already producing a wide range of synthetic 
organic chemicals, and had in fact attained such a lead over other nations that 
Germany had almost a world monopoly. Thus, whereas Germany produced 
83 percent of the world’s dyestuffs, Great Britain produced only 3 percent, and 
these mainly of the simpler types. 

The outbreak of World War I, therefore, found Britain in a serious position 
from the chemical point of view. Drastic steps had to be taken to repair these 
grave deficiencies. By the end of the war, the vital importance to the national 
economy, both in war and peace, of a strong organic chemical industry was fully 
recognized by the Government and legislative steps were taken in the years 1920 
and 1921 to assist its future development, 

These protective measures are still in effect, despite British criticism 
in recent years of our own measures. 

Why do the British particularly feel so strongly about the preserva- 
tion and expansion of this chemical industry? I quote again from this 
same report (p. 21): 

It should be stressed that in the dyestuffs industry, more than in any other 
research is an essential of the normal pattern. This type of research has inevitably 
led to the discovery of products useful outside the field of dyestuffs manufac- 
ture * * * the section of the industry making dvestuffs also manufactures 
an extensive range of other materials, including rubber chemicals, polymers, 
synthetic resins and finishing agents. It also manufactures substances required 
for human and animal medicines and pest control. 


For example, I wonder if you gentlemen remember that sulfanil- 
amide, first of the “wonder drugs,’’ was synthesized about 1895 in 
France during research on intermediates for making dyes. Its 
therapeutic value was not discovered until about 1935. 








324 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


The United States found itself in almost exactly the same situation 
at the outbreak of World War I. We were producing less than 10 
percent of our dyestuff needs by weight, and only 5 percent by value, 
and furthermore, the small number of United States manufacturers 
were wholly dependent upon Germany for the intermediates from 
which dyes are made. 

As early as 1916, President Wilson realized how handicapped both 
Great Britain and ourselves had been because of this lack of organic 
chemicals, and urged that Congress take steps to insure the develop- 
ment of a strong and self-sufficient industry. Action was finally 
taken through the Tariff Acts of 1922 and later of 1930, to encourage 
the industry's rapid expansion. You know, of course, the part that 
the organic chemical industry played during World War II. The 
situation was completely reversed from that of 1914. Now we had 
many plants scattered throughout almost the entire country, with 
thousands of trained chemists, chemical engineers, and more particu- 
larly, highly skilled operators, foremen, and administrators who were 
able quickly to gear their production to the manufacture of chemicals 
that were vital to the war effort. 

Without this tremendous reservoir of talent and trained personnel, 
how could we have built plants so quickly for synthetic rubber, avia- 
tion gasoline, explosives, sulfa drugs, antibiotics, vitamins, insecti- 
cides, and above all, atomic energy, to mention only a few of the 
chemical developments? I know vou gentlemen understand better 
than I do how necessary it is to maintain these facilities and trained 
people here in the United States during these trying days of uncer- 
tainty as to when and whether World War III will break out. 

Mr. John G. Lerch has testified before this committee on the tech- 
nical aspects of the proposed changes in paragraphs 13, 14, and 20. 
I will not repeat what he has said, except to endorse his remarks as 
emphatically as I can on behalf of these two chemical associations. 

If the American selling-price method of assessing import duties is 
eliminated, the dye industry particularly will suffer serious and per- 
haps irreparable damage. If it does, this will affect other branches 
of the industry that supply not only intermediates, but other chemi- 
cals—acids, alkalies, solvents, and so forth—to the 45 dye manufac- 
turers in this country. If, as we predict, the industry does suffer, the 
very first effect will be to discourage research and development. 
Make no mistake in not believing that research and development 
staffs will be cut. They will. It requires no stretch of the imagina- 
tion to picture how rapidly this, perhaps the most important of all of 
the assets of the industry, will disintegrate and disappear. Individual 
members who will present separate briefs before this committee will 
explain in greater detail why this is so. Very briefly, however, we 
know from past experience that if the basis of valuation of imports is 
changed from American selling price, which is the actual selling price 
in the markets of the country where lively and keen competition 
exist—if this basis be changed to export value, or foreign value, or 
some other basis which leaves it entirely in the hands of the foreign 
producer, to manipulate as he finds necessary—a large segment of our 
domestic market will be thrown open to the importer. For all prac- 
tical purposes, there is only one major producer of dyestuffs in Eng- 
land, one in France, one in Italy, three in Switzerland, and accord- 
ing to recent reports, five in Western Germany, all of which have ex- 
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panded their capacity tremendously since the end of World War IT. 
Japan has a large organic chemical industry, and in recent years, 
Belgium, Holland, and Sweden have encouraged the formation of 
large chemical industries. Forty pereent of Germany's prewar ca- 
pacity in East Germany is now behind the iron curtain, and this to- 
gether with the Czechoslovakian, Polish, and Russian producers, con- 
stitutes a tremendously formidable threat. 

You know, of course, that all of these producers are cartel-minded, 
and have operated their businesses under cartel arrangements for 
decades. There is no question but that every effort will be made by 
foreign producers to obtain footholds in our home markets. Recent 
concessions made at Torquay were only the opening guns in this 
campaign. At this conference concessions of nearly 50 percent were 
made on organic intermediates running into the thousands. The 
results will not be apparent immediately because of the upset condi- 
tions of rearmament, but in vears to come the impact will be terrific. 

How, you may ask, can this come about if reasonably equivalent 
duties are assessed, compared to those in effect at the present time? 
We believe it will be quite simple for those who are skilled in the 
manufacture of and thoroughly familiar with the marketing of these 
products throughout the world. 

Dves are not definite chemical compounds in the same sense as are 
most other chemicals. They are not, generally speaking, pure com- 
pounds. They are frequently modified by the addition of other 
chemicals and are sold on the general basis of submitted samples, 
usually called standards. Deliveries are guaranteed to be essentially 
equal to these standards when actually dyed in conjunction with them 
according to generally accepted practices. Therefore, dyes can be 
tailor-made especially for the United States market, and the values 
assigned to them for duty purposes can be almost anything the foreign 
producer needs to allow the entry of his product into our market. 
Gentlemen, we know from past experience that this has been done and 
will be done again. This, in brief, is why our industry is so upset and 
concerned about the elimination of American selling price as a basis for 
assessment of duties. The American selling price, as it pertains to 
those products listed in paragraphs 27 and 28, has been in operation 
since 1922. Congress after long consideration, decided this to be the 
only foolproof method of protecting this vital industry. This method 
is easy to understand, because, unlike most other countries of the world, 
actual American selling prices of dyes and intermediates are currently 
on file with the United States appraiser’s office. It is easy to apply, 
because only one percentage figure is necessary, whereas under any 
other basis, there would be literally thousands of different percentages 
that would have to be determined by the Tariff Commission. 

Far from simplifving customs procedures, it would place a tremen- 
dous burden upon the Tariff Commission and custom sappraiser. As 
a matter of actual fact we would like to know how the Tariff Com- 
mission could approach this gigantic task and particularly how long 
it would take them to finish it. What provisions would be made to 
provide the same features and protection as are in the present law? 

Under our existing practice a rate of duty assessed on American 
selling price varies the amount of duty as prices change up or down, 
A fixed rate may produce $1 of duty in January, $1.50 in June, or only 
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75 cents the following January because the amount of duty is directly 
governed by the American selling price. } 

As will be brought out in other testimony before this committee, we 
know of no other country that has solved the problem effectively except 
by the barring of all imports of competitive products unless licensed for 
importation, as in the case of Great Britain. 

Gentlemen, it is appropriate at this time to review briefly the history 
of the bill now before your committee. That is, its history as we in 
the chemical industry know it. ; 

Our first knowledge of this proposed legislation came early in Janu- 
ary 1950-—through a small and well-buried item in a New York news- 
ex. The statement was merely that a “customs simplification 

ill” had been drafted. Since the members of our industry are en- 
gaged to some extent in international trade, we expressed an interest 
in this proposed legislation. We had not been consulted by the Treas- 
ury or State Departments, nor given any opportunity to express our 
views and needs in this field. Further, our efforts to obtain a copy of 
the draft of the bill met with the statement that “we don’t know any- 
thing about it.” Upon inquiry and investigation we found that great 
secrecy surrounded this bill—it had been drafted by the Treasury De- 
partment with the aid and advice of a group of importers and its con- 
tents should not be revealed to industry prior to its introduction in 
Congress. 

To us this indicated a most unusual procedure. 

It contained 25 sections, most of which were stated to be intended 
to simplify our customs procedure. However, buried in the middle 
of this bill were two sections (13 and 14) which would change the bases 
of valuation of imports in accordance with the proposals incorporated 
in ITO and GATT. These two sections constituted a greater threat 
to our industry than any of the steps ever taken under the Trade 
Agreements Act. 

Sections 13 and 14 cannot be considered as simplification in any 
sense of the word. The changes included in sections 13 and 14 would 
so complicate the valuation of imports of certain chemicals and dyes 
as to make it virtually impossible to administer fairly and equitably. 
The sole purpose of these two sections is to comply with provisions of 
ITO and GATT. 

Certainly the importer objects to the’ American-selling-price method 
of valuation if imports. It establishes the actual valuation in the 
principal markets of the United States at the time of exportation and 
is quickly and readily determined by our appraisers at the ports of 
entry. 

In spite of the Treasury Department’s statement that this is an 
arbitrary value, it is the only real value. In our industry we have 
published price lists and a one price system and our prices are always 
on file with the United States appraiser. 

The several bases of valuation of imports have been in use at our 
ports of entry for 30 years or more and are well established workable 
procedures. If it is considered the proper time for an examination 
of these bases, then we suggest that a separate study should be made, 
by the Tariff Commission or other independent body and the recom- 
mendations incorporated in another bill which is properly labeled so 
as to identify its purpose. Certainly they should not be included in 
the present Customs Simplification Act. 
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ITO is dead. It was given as the reason for this proposed change. 
Should it now be ressurected? 

Early in 1950 our association decided that its members should 
have up-to-date factual and impartial information regarding current 
conditions in the chief countries of Europe where organic chemical 
industries are well developed. We wanted to know particularly the 
effects of the recent currency devaluations on prices to obtain some 
inkling of what may happen if and when currencies are devalued still 
further. We wanted to know also the extent to which chemical 
manufacturing facilities were being restored and expanded. To ac- 
complish this purpose, our association employed an independent firm 
of consulting engineers, Robert Heller and Associates, Inc., of Cleve- 
land, Ohio. Mr. W. Stewart Hotchkiss, who made this survey, will 
report his findings to you in a separate brief. 

Gentlemen, we earnestly request and urge your committee to take 
the following action: 

Eliminate section 13 and retain the presently defined bases of 
valuation. 
Eliminate section 14 from the proposed bill. 

3. Add a section to the bill extending American selling price to the 
entire chemical industry and to such paragraphs in other schedules 
which refer to chemical items. This would really simplify customs. 

4. Eliminate section 20 of the proposed bill, thereby maintaining 
the procedure for conversion of foreign currencies as existing in our 
present law. 

Mr. Coorer. Does that complete vour statement? 

Mr. Moopy. It does. 

Mr. Reep. That was a very fine statement, Mr. Moody. This is 
a very technical study and it is hard for some of us to go into all the 
intricacies of it. 

Have you read the so-called McKenzie report? 

Mr. Moopy. I have not, myself. 

Mr. Reep. You do not know whether these sections are all recom- 
mended by the McKenzie report or not? 

Mr. Moopy. I am sorry; | do not. 

Mr. Cooper. We thank you for your appearance and the informa- 
tion you have given the committee. 

The chairman would like to make an announcement. 

The committee regrets very much that because of very important 
measures on the floor of the House, members of the committee will 
have to be there at least a while this afternoon. 

The committee will now stand adjourned until 2:30. If the mem- 
bers of the committee can get away from the floor of the House at 
that time, we will come back and resume the hearings here at 2:30. 
If not, the clerk will notify those listed on the calendar for today. 

The chairman has advised with the clerk and understands that 
there is a full calendar arranged for every day this week, so if we are 
not able to get back this afternoon the only thing we can arrange now, 
it seems, is for the witnesses who are listed on the calendar for today 
to come back a day early next week and we will hear the witnesses 
then. 

The committee will now stand adjourned until 2:30 p. m 
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AFTERNOON SESSION 






Mr. Cooper. The committee will come to order. 
The next witness is Mr. Stewart Hotchkiss. 


STATEMENT OF W. STEWART HOTCHKISS, MANAGEMENT CON- 
SULTANT, APPEARING ON BEHALF OF THE SYNTHETIC ORGANIC 
CHEMICAL MANUFACTURERS ASSOCIATION AND MANUFAC- 
TURING CHEMISTS’ ASSOCIATION, INC, 


Mr. Horcuktss. My name is Stewart Hotchkiss. I am a manage- 
ment consultant by profession. In 1950 the Synthetic Organic Chem- 
ical Manufacturers Association employed Robert Heller & Asso- 
ciates to make an independent economic study of the organic chemical 
industry of Europe. I made the study and prepared the report 
submitted to the association. 

The purposes of the study were to determine the extent of restora- 
tion of the European industry in the principal producing countries of 
Europe, namely, United Kingdom, Western Germany, Switzerland, 
France, and Italy, to measure the effect of monetary devaluation and 
to determine the extent to which government controls impede the 
free movement of goods in European markets. 

Approximately 3 months were spent in the countries mentioned 
above, talking with people in the industry, responsible foreign gov- 
ernment representatives and representatives of the United States 
Government. Available statistics were gathered from first-hand 
sources which were incorporated into the report with appropriate 
documentation. Some of the facts thus developed in the course of the 
work are, in my opinion, extremely significant to your present delib- 
erations. 

1. The organic chemical industry of Europe as in the United States 
is essentially a batch process industry. Coal tars, the basic source 
of raw materials, are universally available in each of the major pro- 
ducing countries. The United States, therefore, has no natural 
advantage. The techniques of the industry are common knowledge 
in all producing countries, many of them having originated in Europe. 
The United States has no technical advantage. Wage rates in the 
Kuropean industry are from one-fifth to one-third those prevailing 
in the domestic industry. The United States is at a serious com- 
petitive disadvantage with respect to costs. 

2. The organie chemical industry is regarded as a key industry F 
and vital to national defense in each of the producing countries of 
Western Europe. As such it has been given every protection in 
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domestic markets. Barriers to imports, while not in the form of r 
protective tariffs, have been established which are fully effective in ’ 
controlling foreign competition. : 

The United Kingdom has a licensing system and uses it to exclude 7 


chemicals of foreign manufacturers except those required to meet 
domestic requirements and not produced domestically. Western 
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exchange. France employs a quota system in conjunction with 
credit control. Italy has a licensing system, a tariff, and is planning 
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3. The organic chemical industry in Europe is highly concentrated 
and the Government is an important factor in at least two countries— 
France and Italy. In the United Kingdom two companies, one of 
which is Swiss-owned, control about 85 percent of the industry. In 
France two companies, one controlled by the French Government, the 
other controlled by the Swiss, account for 95 percent of the industry. 
In Italy two firms control 80 percent of capacity. The Italian 
Government has a 49 percent interest in the larger of these. In 
Switzerland three firms probably control about 95 percent of the 
capacity. In Western Germany the industry is jointly controlled by 
the United Kingdom, France, and the United States, with the major 
capacity being located in the British zone. This high concentration 
facilitates the formation and operation of cartels. 

4. The carte! system of marketing is not compatible with the 
American competitive system. Through cartels to which all the 
major producers of Europe were a party prior to World War II, 
marketing areas are established for each member producer. This 
method of distribution provides a ready means for controlling prices 
at the highest level the traffic will bear. Competitive markets are 
liquidated and brought under control by the collective price-breaking 
action of the cartel. The financial burden of selling below cost is 
thus distributed to all the members of the cartel. Losses are recouped 
by restoring maximum prices after competition has been eliminated. 

5. The International Dyestuffs Cartel through which European 
producers operated was dominated by I. G. Farbenindustrie of 
Germany. ‘The agreement under which the cartel operated until the 
outbreak of World War Il was to continue in force until 1968. L. G. 
Farben had subsidiaries in each of the other producing countries of 
Europe which are now properties of the governments. ‘There appears 
to be no reason why the cartel cannot continue to operate under the 
leadership of one of the other members. In fact there is some indica- 
tion that it is operating. 

6. European governments do not share our views on cartels. Efforts 
on the part of the United States to decartelize the coal and steel indus- 
tries of Germany have been effectively neutralized by the Schuman 
plan which appears to be an international cartel under government 
regulation. 

Efforts to decartelize I. G. Farben have been largely unilateral. 
It was reported to me that many former IL. G. officials are currently 
working in those segments of the company not under United States 
supervision. Price cutting and volume rebates, a practice of 1. G. 
Farben prior to the war, Was again in evidence. It appears, therefore, 
that decartelization will not be permanently effective. The European 
chemical industry can continue to protect itself through international 
cartel agreements sanctioned by European governments. In its 
domestic markets it is further protected from foreign competition 
through government regulation and control of imports as noted in 
my second point above. 

7. Programs for increasing capacity and production in each of the 
producing countries are in process. Figures obiained on the dyestuffs 
industry indicate a capacity in 1949 of about 138,000 metric tons. 
Completion of the expansion programs by 1952 will increase this capac- 
ity some 16 percent to approximately 160,000 metric tons. 
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The Economic Cooperation Administration was supporting the 
expansion program and was also urging European consumers to buy 
from European producers in order to conserve dollar exchange. 

A comparison of production with consumption in the producing 
countries indicated that an exportable surplus of about 27,000 metric 
tons existed in 1949. By 1952 capacity will be nearly twice the con- 
sumption of all Marshall plan countries which will make available 
an exportable surplus of approximately 75,000 metric tons. This 
figure becomes even more significant when related to total consumption 
in the United States which in 1949 was about 48,000 metric tons. 

These facts, in my opinion, all point to a necessity for the United 
States to exercise the same vigilance in protecting our domestic 
chemical industry, as is followed by our European competitors. 

The proposed changes in our tariff laws would enable the European 
industry to seriously undermine and ultimately destroy the organic 
chemical industry of the United States. If past practices were to be 
employed, it could be accomplished in the following manner: 

1. Without a uniform pricing policy, European producers through 
the cartel could establish export prices sufficiently low to enter 
United States markets duty paid and undersell domestic producers. 
These prices would bear no relation to prices charged anywhere else 
in the world or to costs. Prices were not found to be uniform even 
in domestic markets to various consumers. 

2. They could sell below cost, a practice not allowed to domestic 
producers. No effective means exists and probably could not be 
developed for prohibiting this practice. 

3. The losses on sales below cost would be shared initially by all 
members of the cartel. 

4. Competition between European producers in the United States 
market would have been eliminated through the cartel agreement. 

5. As soon as effective control of the market had been obtained 
prices would be increased to the highest price obtainable. This 
situation would offer no inducement to potential American suppliers 
to compete because price cutting could always be reinstituted. 

The pressure already exists to compete for United States markets. 
European producers are threatened with overproduction and Euro- 
pean governments all need dollar exchange. 

The patterr outlined is essentially one that has been followed in 
the past by the same producers who are operating today. 

The organic chemical industry was not developed in the United 
States or in most of the producing countries of Europe until it was 
afforded protection from noncompetitive foreign production. The 
»rotection provided since the Tariff Act of 1922 has enabled the 
United States to develop an industry which technically is equal to 
that of any other country. However, as, long as European cartels 
continue to use marketing and pricing methods which by United 
States laws are unfair competition and as long as labor costs are 
substantially below our costs, a change from the American basis 
of valuation will only serve to the detriment and possible destruction 
of the American industry and to put it back to the position which 
existed at the beginning of World War I. The nature of European 
competition and the companies that provide it are essentially un- 
changed. 
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Mr. Kean. Mr. Hotchkiss, in the appearance before us of Mr. 
Johnson, he stated that he did not feel that section 14 would in any 
way result in a change in the protection which your industry has had 
because he felt that the Tariff Commission would institute the same 
high duties that you now have. 

Do you have any comment to make on the statement he made? 
Did you read it? 

Mr. Horcuktss. No; I did not. 

Mr. Kean. That was during the second day of testimony. 

Mr. Horcuxiss. I find it difficult to see how the Tariff Commission, 
on the basis of European export valuation, could determine what the 
export price was. 

Secondly, I think it is well established from my experience in 
Europe that there is no one export price from any company, nor is 
there one domestic price within the countries of Europe, so how w ould 
you establish what a reasonable export price in the United States is? 

Mr. Kean. In other words, the cartel sets the export price to the 
United States because it is trying to sell in the United States, and it 
sets another export price for somewhere else where it is not so anxious 
to sell, and so forth? 

Mr. Horcukiss. That is correct, sir. 

Mr. Coorrer. We thank you for your appearance, Mr. Hotchkiss, 
and for the information that you have given the committee. 

The next witness will be Mr. Ernest "M. May. 


STATEMENT OF ERNEST M. MAY, GENERAL MANAGER OF OTTO 
B. MAY, INC. 


Mr. May. My name is Ernest M. May and I am general manager 
of Otto B. May, Inc. My father, Otto B. May, is the founder of our 
firm. He started in 1917 to manufacture dyestuffs, when the textile, 
paint, printing ink, and all other industries depending on dyestuffs 
were crippled due to the absence of imports during the First World 
War and due to the nonexistence of an American dyestuff industry. 
Thanks to the protective tariff policy adopted by a far-seeing Con- 
gress which particularly specified American selling price as the basis 
for tariff duties, we have been able to stay in business and grow, 
together with the larger dvestuff makers with whom we are fully able 
to compete since we are all working together under the same domestic 
conditions of labor and raw material costs. During the past 34 vears 
our firm has grown from an initial investment of $10,000 and 3 per- 
sons to our present capital investment, which is several million dollars 
and a working force of 75 people of whom 11 are continually develop- 
ing new products for the American textile industry. 

‘However, the une ertainty as to our protection due to the proposed 
change in cale ulating the values of imports to the prices prevailing in 
foreign countries will create such a hazard in the successful continua- 
tion of our business that it may be impossible to conduct it on a safe 
basis. Instead of basing imports on the value of competitive prod- 
ucts produced in this country, the appraiser may base the duty on 
four different principles: 

Export value, if such a value exists; 
United States value; or 
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3. Comparative value; or finally, if none of these three values 
can be ascertained. 

4. Constructed value, which is based on labor and raw ma- 
terial costs in the country of export, based on figures furnished 
by the exporter. 

The first choice, export value, is almost impossible to ascertain 
because of the known tendency of foreign producers in our line of 
products to change these values whenever there is a competitive 
reason to do so. If this procedure had been in force in the past, no 
American chemical industry could have been built up. Several of 
the largest dyestuff makers outside the United States, namely the 
English and Swiss companies, have their own manufacturing sub- 
sidiaries in this country at the present time. It stands to reason that 
they will manipulate their invoice values to suit their own purposes. 
The German dvestuff industry is fast building up again and no doubt 
will soon again be in a commanding position. There is no doubt in 
our mind that they will try again to destroy out dyestuff industry so 
that the United States will be dependent on imports as we were before 
1914 when the textile and other dvestuff-consuming industries were 
prostrated during World War I, due to lack of a home supply. 

While it may be quite feasible to apply export values successfully 
on many products, it is almost impossible to do so for dyestuffs due 
to the fact that there are thousands of products which not only are 
often mixtures or blends, but differ in dyeing strength and so forth. 
To illustrate the confusion and uncertainty which will result from 
the proposed change in the law, we refer to paragraph (b) of section 
14 of H. R. 1535, and I quote: 

As soon as if can determine each proper rate, the United States Tariff Com- 
mission shall certify to the President a rate of duty for each classification of articles 
in paragraph 27 or 28 of the Tariff Act of 1930 or in the proclamation of the 
President No. 2027, 2081, or 2158 which the Commission estimates to be reason- 
ably equivalent if applied at the time of certification to the respective rates speci- 
fied in said paragraph or proclamation for such classification of articles if applied 
on the basis of American selling price. 

To quote what the consequences of this ill-considered provision 
may be, we give an illustrative example of a possible occurrence: Let 
us assume that this proposed House resolution is now in force. An 
importer brings in a dyestuff having an established export value of 
$1 a pound. United States Tariff Commission ascertains that the 
previous American selling price of this article is also $1 a pound and 
therefore establishes a rate of 40 percent based on the prevailing 
export value which happens to be the same as the American selling 
price. The reason that I assume that the export value is the same as 
the American selling price is that today, due to world conditions since 
Korea, the European dyestuff makers have actually increased their 
prices between 25 and 50 percent on most of the dyestuffs which they 
make so that their prices today are comparable with American prices, 
in spite of the fact that their labor and raw-material costs are one-half 
to one-third of ours. Therefore, as I said before, a rate of duty of 
40 percent is established on this article. As soon as the time comes 
when the present world shortage of dyestuffs has been alleviated, 
foreign export prices will be sharply reduced, as is amply proven by 
past experience. The assumption that foreign export prices may be 
reduced anywhere between 30 and 50 percent is a very real possibility. 
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Assume, at the time of another export, that this exporter will submit 
a price of 60 cents instead of the previous price of $1. The rate of 
duty has been fixed by the Tariff Commission at 40 percent and the 
duty will therefore amount to 24 cents instead of 40 cents as pre- 
viously, an actual reduction in tariff of 34 percent. This, gentlemen, 
is what we know will actually happen. 

The complicated dyestuffs which we manufacture take from 8 to 10 
weeks to complete. For such a long manufacturing cycle we rquire a 
very large inventory of intermediate products and raw materials to 
be able to serve the trade at the time that they require these products. 
We believe we should not be asked to invest large sums of money 
without knowing what the selling conditions will be at the time of 
sale; without knowing that we can sell our products at prices com- 
mensurate with our domestic costs. We may mention also that if 
such conditions were to prevail, we could no longer invest annually 
a very substantial portion of our earnings in additional capacity and 
additional research to give additional employment to chemists, 
technicians, and working people. We want to stay in business and 
grow and respectfully ask that you give us this chance by retaining the 
prevailing American values for determining competitive imports. 

Mr. Cooper. Does that complete your statement? 

Mr. May. Yes. 

Mr. Cooper. We thank you for your appearance and for the in- 
formation you have given the committee. 

Mr. May. I want to thank you for the opportunity of appearing 
here. 

Mr. Cooper. The next witness is Mr. Preston Wills, Assistant 
export manager of the organic chemicals department of the E. I. du 
Pont de Nemours & Co. 


STATEMENT OF J. PRESTON WILLS, ASSISTANT EXPORT MAN- 
AGER OF THE ORGANIC CHEMICALS DEPARTMENT OF E. I. 
DU PONT DE NEMOURS & CO., WILMINGTON, DEL. 


Mr. Wits. My name is J. Preston Wills and I am assistant export 
manager of the organic chemicals department of E. J. du Pont de 
Nemours & Co. with whom I have been associated for 34 years, 29 of 
which have been in the export field. 

The purpose of my remarks is to direct your attention to the difli- 
culty in arriving at an export value for dyestuffs and chemicals pro- 
vided for in sections 13 and 14 of the proposed Customs Simplification 
Act. Due to the wide variation of selling prices and the inability to 
consider dyestuffs as a single commodity, it would not be possible to 
apply a single rate of duty that would provide the equivalent effect to 
the conditions prevailing today. 

During a 3 months’ trip through Western Europe last vear to look 
into the competitive situation on dyestuffs, together with my assist- 
ants I gathered several hundred samples, with invoices and price lists, 
from mills, dealers, and jobbers. The samples were tested in our 
laboratory. The results of a few were shown upon charts, which you 
see here now, to simplify my discussions with our management and 
at the same time to prove conclusively the wide variance of selling 
prices by our European competitors, both within their own country 
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and in their sales to other markets. Not all columns are filled in 
because I have only shown prices where we were able to secure docu- 
mentary evidence or have seen original invoices ourselves. No oral 
information, regardless of the realiability of the source, has been used. 
In America we have a system of quoting once price to everyone, as 
typified by the published price schedules of our dyestuffs of which 
I submit copies marked‘‘Collective Exhibit 1.’ This is in sharp con- 
trast to foreign practice as you will see from these charts which I will 
submit as part of my testimony. 

Let us take, for example, this anthraquinone vat brown R, shown on 
this chart | have marked “ Exhibit 2,” the dyeings have been made on 
the same strength basis; that is, 1° pounds of dyestulf to 100 pounds 
of cloth, you will notice that the result varies greatly with the strength 
of the products examined. In the second column of this exhibit we 
have indicated the number of parts of the foreign dyestuif that would 
have been necessary to produce the same depth of color of the American 
product. ‘This difference im strength is what we mean when we speak 
of color value. We have taken this strength difference into considera- 
tion in adjusting the internal prices or the export prices in arriving at 
what we have designated as the foreign sales price in terms of the 
American strength. In other words, these prices represent the money 
that would be spent to purchase sufficient dyestutf to secure the same 
color strength on the cloth as would be accomplished by the purchase of 
the American dyestuff at a price of $10.86 per pound. You will 
notice that the American selling price is low in relation to all others 
except the German price within their own country. This is not sur- 
prising as Germany has, of course, been known as the home of vat 
colors, which are the fast-to-bleach variety. Our free-enterprise 
system kept this vat color at a price of $10.86. In France the prices 
were controlled, at the time these samples were obtained, by the 
French Government who owned the controlling interest in Francolor, 
the combination of French dyestuff manufacturers. Although the 
internal price for this product in Germany, $8.01, is the lowest of all 
shown, in Belgium the prices for the German product varied from 
$10.10 to $18.70, depending upon the customer, clearly indicating 
that an export price has no relation to the internal price, nor is it a 
fixed price. In Italy the highest price of all prevailed, $18.74, as 
competition is restricted by an import-licensing system that does not 
permit free importation of products competitive with those of local 
production. ‘The mternal price in Switzerland again was controlled 
by the Swiss Government and their product, picked up at one mill, 
showed a value of $11.44. 

Similarly, this chart, which I have marked “Exhibit 3,”’ on anthra- 
quinone vat blue GCD with an American selling price of $4.68 shows 
the internal German price, $3.65, to be the lowest of all, the Swiss 
price varying from customer to customer, $4.64, $5.75, $6.25, $6.37, 
in accordance with European practice, and the Italian quotation, $8.52, 
the highest of all where competition is restricted by their Government’s 
licensing system. 

Turning for a moment to one of the cheaper colors, direct black, as 
shown on exhibit 4, I draw your attention to the offering of the 
Russians where the price of $0.62 is one-third below that of $0.95 pre- 
vailing in this country or even the price quoted by the British ($0.81), 
Dutch ($0.94) and German manufacturers ($0.90) in export markets. 
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Exuipir No. 2 
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Exurpit No. 4 


DIRECT BLACK RX-COLOUR INDEX NO582 
STRENGTH COMPARISONS 
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Although Russian importations might not be expected at present, a 
change of policy might open our doors to these products of slave labor. 
Another cheap color is this orange IT cone. ($0.42), exhibit 5, and I 
draw your attention to the variance of British prices quoted for export 
ranging from $0.33 from a jobber to $0.37% in Norway and $0.55 to 
Turkey. The highest being where they enjoy a considerable prefer- 
ence because of trading agreements and where no American compe- 
tition has been possible for over a year due to scarcity of dollars. 
Again I point out the high internal price for Italian production 
($0.95) and the wide variance of the German price in their own market 
($0.64) and that in Peru ($1.18). 

Let us look at this xylene light yellow, exhibit 6, where American 
— ($1.59) are higher than any except this Dutch offering of $1.80. 

draw your attention to British quotations varying all the way from 
$0.76 and $0.91% from two English producers, to $1.02 for export to 
Norway. Again we see the Russian offerings, $1.02, a price far below 
our own. The same is true with this Congo red, exhibit 7, where 
Russian offerings are $0.54 as compared with the American price of 
$0.72. Competitive values range all the way from $0.25 from Eng- 
land, $0.41 from Holland, $0.56, a German offering to Pakistan, to 
$0.61, Belgian offers to France, the same price as German offers to 
Turkey. 

This wide variation of prices is shown in these German offerings of 
fast acid cyanine, exhibit 8, where prices ranged from $0.87% in 
Turkey to $1.51 in Peru. With such wide variation, how would it 
be possible to determine their true price for export and who could 
judge the price for export to the United States? Would it be the 
$0.87 price—or wouldn’t they have to meet this British price of 
$0.70, one-third below that of the American? 

The price prevailing within a country of production would not 
necessarily be the price for export. As you will notice in the case of 
direct fast scarlet, exhibit 9, sales in Italy were at $1.28 and at $2.34 
whereas Italian offerings to Switzerland were at $1.87. This for a 
product selling in the United States at $2.20 per pound. How would 
it be possible for the Tariff Commission to apply a rate of duty to be 
reasonably equivalent to that now applied on American selling price 
as provided in section 14, paragraph (b), based upon an Italian 
product at $1.28 per pound and a similar German product at $1.98 
per pound? 

In section 14 of the Customs Simplification Act, provision is made 
to determine the proper rate to be applied that would give the same 
protection as now prevails. As you have seen from these charts, 
it would mean a different rate for each product for each country and 
we would then be faced with a question of the most-favored-nation 
treatment, as a low rate applied to an exportation from Switzerland 
where living standards are comparable to our own would not provide 
protection to the exportation of a similar color from England, France 
or Italy where low labor rates and a low standard of living prevail and 
where the urgent need for dollar exchange would encourage exportation 
at low prices. 

This review of the export price situation on these eight colors 
illustrates the confused picture of export values and pricing. There 
are about 1,200 separate and distinct dyes of commercial importance 
made in this country. In addition, there are hundreds of dyes of 
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ExHisitT No. 5 


ORANGE II —COLOUR INDEX NO. I5I 
STRENGTH COMPARISONS 
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ExnHisit No. 6 


XYLENE LIGHT YELLOW-COLOUR INDEX NO.639 
STRENGTH COMPARISONS 
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Exursit No. 7 


CONGO RED — COLOUR INDEX NO.370 
STRENGTH COMPARISONS 
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FAST ACID CYANINE 5R EX.—COLOUR INDEX NO 289 
STRENGTH COMPARISONS 
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Exuisir No. 9 


DIRECT FAST SGARLET—COLOUR INDEX NO. 326 
STRENGTH COMPARISONS 
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lesser importance and thousands of combinations and mixtures pre- 
pared for seasonal shade variations and the dyeing of mixed fibers, 
not to mention the myriad of other chemicals provided for in para- 
graphs 27 and 28 in the Tariff Act of 1930. 

That will give you some idea of the task facing the Tariff Com- 
mission in arriving at a reasonably equivalent rate of duty for this 
vast number of dyestuffs and chemicals based upon export values 
differing so widely from country to country. 

In conclusion, gentlemen, I strongly urge you to eliminate sections 
13 and 14 from this proposed bill and maintain American selling prices 
as a basis for valuation. 

Mr. Byrnes. I wonder if you have any similar figures on the 
fluetuations of these prices, seasonally, or from year to year. Do 
they remain fairly constant, or are they constantly fluctuating? 

Mr. Wits. They are constantly fluctuating, from my experience, 
because it depends so much on Europe, where they do not ire the 
single price system we have over here. They charge different prices 
from mill, and they change the price as soon as competition threatens 
them. 

In some of these cases where we have a low price from Germany on 
the dyestuff against one of our own, it happens to be from a mill 
friendly to us, whereas when the high price prevailed we were in an 
unfriendly situation where they would not touch our product at any 
price; therefore, the Germans were able to secure the high price 
prevailing. 

Mr. Byrnes. A given company will charge varying prices on its 
exports, even to the same buyer in the course of a year’s time. 

Mr. Wits. That is true. It can easily be clouded by changing 
the name of the colors, because the colors could be changed, or shaded 
very easily, and a new name or price takes its place. 

Mr. Byrnes. So these examples that you give us show a complica- 
tion, and you could aggravate the complication by showing the 
fluctuations that do occur? 

Mr. Wiuts. Yes. 

Mr. Byrnes. So it would be even more extreme than what you 
have shown us? 

Mr. Wiuts. Yes. 

Mr. Coorer. We thank you for your appearance, Mr. Wills, and 
the information you have given the committee. 

Mr. Wiuus. I will be glad to leave the exhibits for your further 
examination if you care to have them. I will leave them with the 
clerk. 

Mr. Cooper. The next witness is Dr. W. L. Walsh, assistant general 
manager, General Aniline Works Division, General Aniline & Film 
Corp., New York, N. Y. 


STATEMENT OF DR. WILLIAM L. WALSH, ASSISTANT GENERAL 
MANAGER, GENERAL ANILINE WORKS DIVISION, GENERAL 
ANILINE & FILM CORP., NEW YORK, N. Y. 


Dr. Wausn. My name is William L. Walsh. I represent General 
Aniline & Film Corp. as assistant general manager of the General 
Aniline Works Division. General Aniline & Film Corp., as you may 
know, is under control of the Alien Property Custodian, having been 
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seized in January 1942 by the United States Government as an enemy 
asset on the grounds that it was controlled by the German I. G. The 
company was completely reorganized under an American manage- 
ment and is today a major producer of dyestuffs, intermediates, and 
photographic products. 

From its prewar connections with the I. G., General Aniline was 
obviously in an advantageous position to observe and utilize the pricing 
policies of the I. G. in profitable importation of dyestuffs from Ger- 
many. From an examination of records of General Aniline during 
the prewar period, it is obvious that the Germans had no fixed export 
price for any dyestuff but varied their prices at will dependent on 
various factors such as— 

1. The competitive status of the product in the United States 
which determined the amount of duty. 

2. Economic factors such as interest in obtaining foreign ex- 
change and general level of plant activity which they wished to 
sustain. 

The following two cases will serve to indicate the lack of fixed export 
prices on the part of the I. G. in prewar days and illustrate the tech- 
nique which would be encouraged to grow and flourish in the future if 
the American selling price method of assessing import duties is 
eliminated. 

PRODUCT A 


In 1936, General Aniline imported this product at 41 cents per 
pound f.o.b. Germany against a competitive product manufactured 
by an American concern and selling at $1.30 per pound. Early in 
1937, when the sole American manufacturer had been forced to 
discontinue production, the price was immediately advanced by the 
I. G. to 69 cents per pound, and in 1939 increased to 79 cents per 
pound, a total increase of almost 100 percent in a 3-year period. 


PRODUCT B 


This product was imported by General Aniline at a price of $2.32 
f.o.b. Germany in 1933 against an American manufactured product 
selling at $5.20. The I. G. price was reduced to $1.86 per pound in 
May 1934, to $1.63 in August 1936, to $1.23 in November 1936, to 
$1.05 in June 1937. This series of price reductions totaling 55 percent 
took place in a 4-year period, during which time the American com- 
petitive price remained constant, and were made presumably because 
of requests by General Aniline for an imported price which would 
allow a greater margin of profit. 

The foregoing examples illustrate my contention that the I. G. 
policy was to price its products in such a way as to permit importation 
of German dyes at whatever price provided maximum profit; low if 
the product was competitively available in the United States and 
higher if noncompetitive. 

Many similar cases could be provided from an examination of pre- 
war records of General Aniline but the above should be sufficient to 
show that the policy of the I. G. in prewar days was literally to charge 
whatever the traffic would bear. 

That this policy still exists, not only with the I. G. successor plants 
but with European dye manufacturers in general, I offer in evidence 
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the following recent examples of the same wide variance in prices which 
prevailed during the prewar period: 


PRODUCT C 


In February of this year, we were offered a dyestuff by a European 
manufacturer at $2.47 per pound f. 0. b. European port with the nota- 
tion on the offer “ Price subject to change.”’ Note this phrase, 
“Price subject to change,’’ which is apparently susceptible to more 
than the usual meaning of minor adjustments in price associated with 
this phrase when used by American manufacturers. When, in reply 
to the offer, we objected that this price of $2.47 per pound was too 
high in view of the competitive price of $3.23 in this country, an offer 
of $1.37 per pound was immediately made by the European manu- 
facturer, a reduction of 40 percent on request. 


PRODUCT D 


Another product was quoted to us at 96 cents per pound f. o. b. 
European port early in 1951, was raised to $1.37 per pound several 
months later and reduced to $1.25 per pound when we protested the 
increase. The product is currently Gas imported at $1.25 per pound 
and we are informed by our European sources that this product is 
being reluctantly supplied at a loss in an effort to obtain American 
dollars. 

PRODUCT E 


Another instance of varying export prices is a quotation on a dye- 
stuff raw material through a European source quoted at 60 cents per 
gallon late in 1950 which was raised to 86 cents per gallon early in 
1951, an increase of 45 percent which cannot be justified by any known 
increases in labor or other manufacturing costs. 

From the above examples, it may be concluded that the unreliable 
and frequently fictitious export prices employed by European manu- 
facturers before the war are still being applied today. 

Other experiences of General Aniline may be cited to indicate that 
the prewar export of dyestuffs to the United States was facilitated by 
technological dodges and devices made possible by the complexity 
of structure and chemistry involved in the manufacture of these 
products. It is well known that the I. G. was willing to talior-make 
and actually established individual modifications of various dyestuffs 
for import to the United States and other countries as a means of 
circumventing tariff duties. Even today, European manufacturers 
are willing to offer certain dyestuffs used extensively in America in 

aste form although the parent dyestuff is not sold in this condition 
in Germany or in tec export trade. By this device, by making 
a special price on the same article in different form for the foreign 
market than may be established for American importation, they are 
able to avoid the antidumping clause. In other cases where prewar 
importation of complex German-manufactured dyes was impractical 
because of a competitive situation in the United States, the I. G. 
used the expedient of importing a dyestuff closely related in chemical 
constitution to the desired dyestuff and which required only minor 
chemical modification to produce the end product. Under this 
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arrangement, a competitive dyestuff was legally imported under the 
guise of an intermediate and with the attendant savings in import 
duties resulting from a lower-cost product. Over the years, millions 
upon millions of pounds were imported through this ruse. 

In the foregoing examples, I have attempted to show you some 
instances of the past and present practice of European dye manufac- 
turers in fixing and varying export prices to enable them to take 
advantage of their lower manufacturing costs. How is it possible 
for anv Tariff Commission to determine true export values under such 
conditions? The answer is obvious. 

Relaxation of the present custom protection by elimination of the 
American selling price will undoubtedly aid and abet circumvention 
of the intent of the Custom Act by such devices as I have described. 
For this reason, General Aniline joins with the Synthetic Organic 
Chemical Manufacturers Association to request you to reject the 
proposed change in the time-tested American selling price as a fair 
means of determining value. 

Gentlemen, if paragraphs 13 and 14 of the proposed bill are not 
eliminated, I predict that not only will our present business suffer 
but, more importantly, a substantial part of our Research Program 
must inevitable be curtailed. Research budgets in the chemical 
industry are usually established on a certain percentage of sales. 
A permanent drop in sales therefore results in a curtailment of research 
activities. Multiply our case by the number of other small and large 
concerns who will be similarly affected and the result is suicidal. 
Here in the research departments is the training ground for physicists, 
chemists, and engineers of tomorrow upon whom we are dependent 
for development of new products in the future for both peace and 
war. Nothing must be done to stop this progress. 

Mr. Cooper. Does that complete your statement? 

Dr. Wausu. Yes. 

Mr. Cooper. We thank you for your appearance and the informa- 
tion you have given the committee. 

The next witness is Mr. Carl Allersmeyer, of the Althouse Chemical 
Co., Reading, Pa. 


STATEMENT OF CARL E. ALLERSMEYER, ALTHOUSE CHEMICAL CO., 
READING, PA. 


Mr. ALLersMeyer. [ am Carl Allersmeyer of the Althouse Chemical 
Co. of Reading Pa., a dyestuff manufacturer, with 75 employees. 
Prior to World War 1 Dr. Althouse, the present owner, and his father 
were dyers. As soon as the shortage of dyes developed because the 
war made it impossible to obtain them from Germany, they as a matter 
of self-preservation started making some themselves for their own use. 
This was a very difficult undertaking because of the lack of know-how 
and experienced chemists in this country at that time. They finally 
did sueceed and soon were in a position to sell to other dyers. En- 
couraged by the protection afforded by the Tariff Act of 1922 they 
decided to continue making dyes and eventually sold their dyeing 
plants. 

This company, producing much-needed products, would never have 
been in a position to start if German dyes had not been cut off by 
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World War I and they have only been able to continue until now be- 
cause of the protection of the Tariff Acts of 1922 and 1930. 

We fee! that if the “American selling price’ concept is not retained 
in our tariff on dves it will be disastrous to the American dyestuff 
industry and particularly to small companies such as ourselves. 
Numerous reasons for this have been given by others, but there is 
one reason I would like to dwell on in some detail. 

The title of the act is cited as the “Customs Simplification Act of 
1951.”’ It certainly is not simplification to change from the “American 
selling price’ to the other four possibilities, which are (1) the export 
value, (2) the United States value, (3) the comparative value, (4) the 
constructed value. For example, once it has been determined by the 
appraiser that an imported article is competitive with a domestic 
made article, all the appraiser need do is to multiply the selling price 
of the American produced article (easily determined as most manu- 
facturers publish price lists and others file with the United States 
Appraisers Office) by 40 percent for the ad valorem duty to which is 
added the specific duty of 7 cents per pound. Let us say dyestuff X’s 
American selling price is $1, then the duty is 40 percent of this or 40 
cents plus 7 cents specific or a total of 47 cents. That is all that need 
to be done at present by the United States custom officials or foreign 
exporters or domestic importers. Under the proposed change the 
above computation would only be the first step. 

Under section 14 of the proposed bill, the Tariff Commission is 
instructed to convert rates which would be the ad valorem equivalent 
of the amount of duty collected under American selling price. Once 
that rate had been determined (and we have grave doubt as to the 
possibility of accurately determining it) it would remain constant. 
That rate would then be applied by the appraiser to each importation 
on the export value, export value as defined in section 13 of the pro- 
posed law. As the officials of the Treasury Department who testified 
here at these hearings admitted there will be times when export 
value is unascertainable with regard to many importations. In that 
event, the appraiser would have to have recourse to the other forms 
of value set forth in section 13 of the proposed bill. Far from the 
simple m:thod of assessing the present combination of ad valorem 
and specific rate to the American selling price, in our judgment the 
proposed method would greatly complicate the appraisement of coal- 
tar products by the appraiser. 

Just a word as to the complicated, and may I say in my judgment, 
impossible job the Congress would give to the Tariff Commission by 
this bill. There are in a great many instances different export 
values on the same dye to different customers in a given country and 
the same foreign exporter would sell to various countries at different 
prices. In such an instance how would the Tariff Commission deter- 
mine the ad valorem equivalent to the amount of duty collected under 
American selling price, in order to base it on export value? From 
this illustration you can see that it would have to figure an equivalent 
for all of the 3,000 to 4,000 products which come under this classifica- 
tion according to the United States Tariff Commission’s report on 
the Production and Sales of Synthetic Organic Chemicals, 1949, 
Report No. 169. When a member of this committee asked an official 
of the Treasury Department, during his testimony, how long would 
he guess it would take the Tariff Commission to make this conversion, 
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he stated “I would say about 2 years.” Everyone familiar with the 
importing field knows very definitely that the export price of coal-tar 
products fluctuates freely. Let us assume that the Tariff Commission 
accordingly ascertained a rate which would give the equivalent pro- 
tection to that now given by American selling price and that rate 
were proclaimed in accordance with the bill. Long before the con- 
version of the 3,000 to 4,000 items had been finished, would not the 
early rates established by the Tariff Commission be obsolete? 

Another strong objection to the proposed method is that the 
revised rate would place in the hands of the exporter by the manipula- 
tion of a selling price the amount of protection the American producer 
is to receive. This is a complete change in the intent of Congress 
which was shown by the protection which led to the development of 
this industry. We believe that it intended to base the amount of duty 
collected on the economic factors governing the domestic industry, 
rather than the whims of a foreign cartel. Also in many instances 
export and other values involve wide fluctuation and also currency 
which would have to be converted in the application of the new rate. 
At present every exporter to this country can quickly determine the 
rate and duty involved. 

One other point is vitally important. When American manufac- 
turers’ prices are changed up or down with conditions, these revised 
prices are filed immediately with the United States appraiser. The 
40-percent duty is then assessed on the new price and becomes more 
or less, when calculated on the new prices. Is there any such flexible 
provision in the proposed bill to do this? I have been unable to 
find any. If there is no such provision, what will happen to us if we 
have further inflation? 

Gentlemen, I earnestly ask that vou take whatever steps may be 
necessary to preserve ‘‘American selling price” in our tariff. 

Mr. Cooper. Does that complete your statement? 

Mr. ALLERSMEYER. Yes. 

Mr. Cooper. Are there any questions? If not, we thank you for 
your appearance and the information you have given the committee. 

Next we will go back to Mr. John L. Crist. 

Please give your name, address, and the capacity in which you 
appear for the benefit of the record. 


STATEMENT OF JOHN L. CRIST, PRESIDENT, SOUTHERN 
DYESTUFF CORP. 


Mr. Crist. My name is John L. Crist and I am president of 
Southern Dyestuff Corp. We own and operate a dyestuff and chemical 
factory in Mechlenburg County, N. C., near Charlotte. I am a 
native of Virginia and have been a resident of North Carolina for a 
little more than 20 years. I am a chemist and chemical engineer by 
training and profession. I entered this chemical industry before the 
beginning of the First World War, and I have spent the last 35 years— 
a little more than a third of a century—continuously, in this industry 
as a chemist, manufacturer, and executive. 

In the manufacture of dyestuffs, we purchase most of our organic 
chemical intermediates. We manufacture some intermediates, includ- 
ing dinitrochlorobenzene and picrie acid, and, of course, purchase the 
raw materials, including mono chlorobenzene, required for this opera- 
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tion. We have nearly 200 employees—both white and colored, men 
and women. Of the above, we employ nearly a dozen and a half 
graduate chemists and chemical engineers. our entire personnel, 
not one employee is foreign-born—every one being a native-born 
citizen of the United States. 

Of the above employees, more than two score are stockholders, 
having invested at least a portion, if not all, of their life’s savings in 
the stock of our company. Furthermore, every one of our employees 
participates in a profit-sharing plan. I mention these facts to show 
you that here in North Carolina we have built an industry in which 
nearly 200 employees and their families are dependent upon the profits 
of our company for their very living. They have entrusted their 
life’s savings into my care, and I feel a very deep sense of responsibility 
to them and to their families to see to it that their interests, and their 
means of making a living, are not jeopardized by unwise legislation. 

yentlemen, that is one reason why I am here today; and I am pleading 

to you, our elected representatives, to see well to it that an unwise 
provision be not written into H. R. 1535 which will be inimical to the 
interests of my people, and to my country. 

You gentlemen all know that before we had a protective tariff 
based on the American selling price there was practically no dyestuff 
or organic chemical industry in this country. This industry, which 
played such an important role in winning the Second World War, 
was made possible by the protective tariff enacted shortly after the 
end of the First World War. You have been shown facts and figures 
which, I think, conclusively demonstrate that this industry could not 
have been developed—and could not now exist—without a protective 
tariff, the rates of which are based on the American selling price. 
You have been shown that we, with our high standards of living, 
cannot compete on a price basis with the low-cost labor and low stand- 
ards of living of foreign countries except by the aid of adequate pro- 
tective tariff. I am standing before you gentlemen today to testify 
that our company can exist only if it makes profits. The dyestuff 
industry and the intermediate industry, being an essential and in- 
tegral part of the organic chemical industry, cannot live unless it is 
operated on a profitable basis. If one should say that my appeal is 
a selfish one, I might ask—is it selfish to expect that you, members of 
this committee, elected by our citizens, are selfish when you, in accord- 
ance with your oath of office, place the interests of our people and 
our country above those of all others? 

This Nation cannot maintain its defense potential nor conduct a 
vigorous, successful, modern war without a strong, progressive, 
prosperous chemical industry. Is not this very committee charged 
with the responsibility of levying taxes—largely on individual and 
corporate incomes—to furnish the billions of dollars which our Gov- 
vernment says it must spend for its national existence? How, gentle- 
men, in Heaven’s name, can you levy and expect to collect increased 
taxes from individual and corporate incomes if you at the same time 
enact legislation which, by its very nature, destroys the profits of the 
industry and the income of its employees? 

Our wise and foresighted national leaders clearly foresaw, at the 
end of the First World War, that a strong, prosperous, well-integrated 
dyestuff and intermediate industry is essential to the national de- 
fense—and especially to the war potential of a democratic republic 
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which depends, essentially, upon its strong, well-balanced, well- 
organized industry to quickly expand into an arsenal for democracy. 
Any legislation which has the effect of weakening the war potential 
of this democratic republic, is a disservice of supreme magnitude to 
the free democratic peoples of the world. You cannot make weak 
nations strong by tearing down and weakening this strong Nation 
any more than you can make weak men strong by making strong men 
weak. I oppose any, and every, such step—for to do otherwise surely 
imperils the safety of this Nation. To surrender the fruits of our 
great industrial victory, is just as dangerous—and even more fraught 
with peril—than surrendering to our potential enemies the fruits of 
our military victories. Any steps which weaken or impair the dye- 
stuff and the organic chemical industry will, at the same time, weaken 
our defense potential. The one strong hope that the United States 
has against the armed, and aggressor, nations of the world is to have 
a strong, prosperous, organic chemical industry. Any step which 
will weaken this essential industry, even though it be conceived under 
an illusion of doing good for some backward nation, would sacrifice the 
security of this democracy. 

The entire free world is looking to the United States for protection 
and leadership in the struggle against Communist slavery. Its con- 
fidence in us will not be strengthened by willful moves on our part to 
jeopardize our ability to protect and lead—even though such moves 
may have the superficial appearance of giving them some small com- 
mercial advantage. Other ways have been, and will be, found to 
strengthen our friends in the free world without weakening—from a 
military standpoint—both them and us. The elimination of the 
American selling price basis in the protective tariff covering the chem- 
ical industry would weaken not only us but would reduce our ability 
to help our friends. 

Gentlemen, the clear course which has made our Nation strong and 
secure in the past is to have a strong and secure organic chemical 
industry—ready to be converted at almost a moment’s notice, 
properly equipped, staffed, and manned by trained, experienced 
technicians and production personnel—adequately protected by tariffs 
based on the only workable plan—namely, the American selling price 
basis. This plan has served us well in the past. It is our great 
reliance in the years to come. I believe we have every right to expect 
that you, gentlemen, composing this committee, selected from our 
House of Represeptatives whom we have elected and sent up here to 
represent our interests, will be our representatives in truth and in 
fact and that you will keep this industry strong and ready. To do 
otherwise would be a terrible disservice to the people back home, to 
all the free peoples of the world, and to our own beloved Nation. 
To do otherwise will place this Nation in grave jeopardy and invite 
a terrible national catastrophe. 

Mr. Coorrr. Does that complete your statement? 

Mr. Crist. Yes. 

Mr. Cooper. Are there any questions? 

Mr. Reep. I would like to make the observation that you have 
presented a most effective and logical paper. 

Mr. Crist. Thank you, sir. 

Mr. Cooper. We thank you for your appearance and the informa- 
tion you have given the committee. 
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The next witness is Mr. E. J. Putzell. 
Please give your name, address, and the capacity in which you ap- 
pear for the benefit of the record. 


STATEMENT OF EDWIN J. PUTZELL, JR., ASSISTANT SECRETARY, 
MONSANTO CHEMICAL CO. 


Mr. Purzetu. Mr. Chairman and members of the committee, my 
name is Edwin J. Putzell, Jr. My address is St. Louis, Mo. I am 
assistant secretary of Monsanto Chemical Co. You are kind enough 
to let me speak today concerning the substantial injury which the 
American chemical industry and therefore our entire national economy 
will suffer if sections 13 and 14 of the Customs Simplification Act now 
before this committee are adopted. As the Synthetic Organic Chemi- 
cal Manufacturers’ Association and other witnesses are directing their 
comments to the effects of section 13, I will confine my remarks to 
section 14. 

Historically, Monsanto commenced in 1901 to assist in making the 
United States self-sufficient in the production of organic chemicals. 
That effort has continued and still represents the major field of the 
company’s activities. It is with organic chemicals and intermediates 
derived from coal tar and coal tar products which are covered by para- 
graphs 27 and 28 of the Tariff Act of 1930 that this statement is con- 
cerned. An intermediate is a chemical product which has been proc- 
essed beyond the condition of a raw material and is 1 to 98 percent 
toward its finished objective, which may be a dye, a pharmaceutical, 
or some other important product. 

As the committee knows, paragraphs 27 and 28 alone of all the 
sections in the tariff act require that the basis for determining ad 
valorem duties shall be the American selling price of the imported 
commodity. Section 14 of the bill now before you would change that 
basis to the product's foreign export price or value. 

After careful study of the American chemical industry, its domestic 
sales market, the growing chemical industries abroad, the pattern of 
exporting as developed by foreign countries and perhaps most import- 
ant this Nation’s national security interests, Monsanto has come to the 
firm conviction that section 14 of the Customs Simplification Act 
should not be adopted. 

The importance of chemicals in our national economy, both peace- 
time and wartime, is recognized by evervone. The chemical process 
industries (those in which a chemical change takes place) represent 
the largest single segment of American industry, being larger than 
food or iron and steel. It is the nerve center of our Nation’s pro- 
duction plant: the product of the chemical industry is an indispens- 
able ingredient in our food, shelter, clothing, transportation, recrea- 
tion, and health. So deeply are chemicals involved in our industrial 
economy that the monthly production of a single chemical, sulfuric 
acid, isa barometer for estimating the volume of the Nation’s business. 
And within the chemical industry alone, organic chemicals comprise 
over 60 percent of the total dollar output. 

In time of national emergency, the role of chemicals is even more 
significant. History shows that this country was utterly dependent 
upon foreign supply for organic chemicals at the time of World War I. 
By controlling intermediates, technical skills, patents and by using 
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in the American market low prices having no relation to production 
costs, the Germans had stifled the growth of our budding organic 
chemical industry. Conscious of the critical situation which had 
existed and also conscious of the need for fostering the American 
chemical industry as a vital element of national security, the Congress 
provided in the Tariff Act of 1922 that ad valorem duties on chemicals 
derived from coal tar and coming under paragraphs 27 and 28 should 
be based on the American selling price. This ae of valuation was 
wisely carried forward in the Tariff Act of 1931 

As a result, the last war found us in a very ~ ae position, for the 
organic chemical industry had been able to develop intensively. It 
grew to the point where it supplied our entire domestic requirements— 
and substantial quantities for our allies—and made victory certain 
in the most. highly scientific war vet fought. There is no point in 
listing the highly integrated and quickly converted chemical industry’s 
many achievements during the last war. We are familiar with the 
tremendous chemical requirements on both the home and fighting 
fronts—requirements of such military programs as explosives, drugs, 
plastics, synthetic rubber, aviation gasoline, atomic energy, and chem- 
ical warfare products. 

The same cogent reasons which caused the Congress to specify in 
two previous tariff acts that the American selling price must be the 
basis for ad valorem duty under paragraphs 27 ‘and 28 continue to 
exist and to require that such basis not now be changed. 

The first reason is the highly integrated as well as technically and 
economically interdependent nature of organic chemicals production. 

Here is a chart which we have used previously with governmental 
committees and agencies to give some idea of the highly complex and 
intricate nature of chemical production. As vou see, in the middle of 
the chart there is coal tar and immediately beneath it there are five 
large and important derivatives naphthalene, benzine, 
cresylic acid, and cresol. 1 am going to direct my next few comments 
to just a small part of this chart. 

tere is a case in point. Recently, 22,000 pounds of European 
chloramine T, an important organic germicide, were offered duty-paid 
and delivered in New York at a price well below the American market 
price. The net realization to the foreign shipper, after paying the 
duty, was less than Monsanto’s cost of production and undoubtedly 
below the shipper’s actual production cost. It also was 40 percent 
below prewar quotations. How could that occur? It is very easy 
for such foreign competition to get itself unfairly into the American 
chemical market. 

Like almost all organic chemicals, chloramine T is not produced 
alone or in one step. In fact, it is an inevitable coproduct made 
available in the manufacture of saccharin, an important sweetening 
agent. The European manufacturer whose chloramine was rec ently 
offered delivered in New York at such a low price undoubtedly was 
producing saccharin. He had commenced with toluene, a byproduct 
of the coking of coal, and from it made an intermediate called ortho- 
toluenesulfonamid, which is the raw material for saccharin. However, 
in making orthotoluenesulfonamid, he also produced in a fixed ratio 
paratoluenesulfonamid, the intermediate for chloramine, an inevitable 
result of the organic chemical reaction. 
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Because of this unavoidable relationship of intermediate and finished 
organic chemicals, consideration as a group is essential from both 
technological and economic standpoints. hus, the total manufac- 
turing cost of the organic process is shared by all of its products, 
making possible a reduction in the selling price of each product. But, 
by the same token, the foreign producer or foreign country in need of 
American dollars or having other national purposes in mind can make 
arbitrary assignments of selling prices among the concomitant or by- 
products, such prices having no relation whatever to actual costs. 

Thus from many similar past experiences we know that the 
European chloramine producer had loaded the selling price of his 
valuable saccharin which was sold to a sugar-poor foreign country, 
and cut the price of the chloramine he was selling in the American 
market to a level at which he was certain to undersell American 
producers. Any return from the sale of such an unwanted byproduct 
constitutes an otherwise unobtainable credit. 

If the basis for ad valorem duties under paragraphs 27 and 28 is 
changed from the usually higher American selling price to the lower 
foreign export price or value, foreign manufacturers on their own 
decision will be able to offer chloramine and all the other organic 
chemicals derived from coal tar, duty-paid in the American market, 
at even lower prices which have no relation to actual cost and for the 
sole purpose of underselling domestic producers. That is the tra- 
ditional method by which coon producers of chemicals dispose of 
concomitant or byproducts which inevitably result from the manu- 
facture of those products in which they are most interested. The 
encouragement of such a practice by the adoption of foreign export 
value would force American producers with higher costs to block out 
as unprofitable the concomitant item such as chloramine, which is 
unfairly competing in our domestic market. As a result the price 
economics of the interrelated products, like saccharin, ortho- and 
paratoluene-sulfonamid, in our example, would then be upset and 
the consumer, the industry, and our national economy would surely 
suffer. It is axiomatic that economic attacks on individual items of 
the highly integrated and complex organic-chemical industry weaken 
the entire structure. 

Not only need the export price of a foreign-produced organic 
chemical have no relation to actual cost under the proposed amend- 
ment, but in addition section 14 does not even require it to have any 
reasonable relation to prices for that product in the domestic markets 
of the foreign country in which it is produced. Chloramine could be 
sold by the. European manufacturer in his own country or elsewhere 
abroad at many times production costs, while simultaneously under 
the Customs Simplification Act he could be offering it in the American 
market at substantially less than actual cost and well below production 
costs of American competitors with higher labor and raw-material 
charges. Obviously, such a situation would do vast and serious harm 
to a vital ; segment of our economy. After forcing American producers 
out of manufacture of chloramine, the foreign manufacturer would 
then arbitrarily raise his price in the American market. We know 
this, for it has happened many times before. 

A second reason for the Congress’ determination in 1922 and again 
in 1930 to use the American selling-price formula for computing duties 
under paragraphs 27 and 28 was = desire to make adjustment for 
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differences in costs of production here and abroad. The succeeding 
years have only confirmed the correctness of this view. 

In this unsettled period which finds hostilities in some parts of the 

world and increasing defense preparation in others, it is impossible 
even to evaluate the costs of foreign chemical production. We do 
know that in the most favorable cases oversea labor costs are not 
more than one-third to one-half as much as ours, and we can expect 
that the price of products fashioned by this cheaper labor will con- 
tinue to be lower as their industries become modernized and expand. 
Higher material productivity through mass manufacture may perhaps 
shift the cost balance in America’s favor for a number of industries, 
but we do not believe. this holds for the organic-chemical business. 

As the result of a much lower basic wage rate in foreign competitor 
nations, raw-material and capital-equipment costs abroad are lower. 
Their chemical prices reflect these economic facts. To enable such 
foreign producers to place wholly arbitrary—and still lower—export 
prices on their coal-tar chemicals would cause the American economy 
to suffer a burden greatly disproportionate to any good which might 
be obtained from the presence of foreign chemicals in the American 
market. 

The influence of foreign currency exchange rates upon chemical 
tariff duties should also be mentioned. In these times, when devalua- 
tion and currency exchange rates are so readily used for political, 
ideological, and other larger noncommercial national policies, section 
14 of the bill now before you makes it even easier for foreign countries 
to affect the duty-paid delivered price of their chemicals in the Ameri- 
can market by maneuvering the value of their currency in relation 
to the dollar. This threat is as serious as are lower foreign labor 
and production costs. Taken together, they all result in a foreign 
country’s undisputed ability arbitrarily to price export chemical 
sales at whatever level will cause goods to move into the American 
market and undercut domestic production. In this fashion, section 
14 invites further destructive competition to an industry necessary 
for national defense. 

This proposal! to amend the Tariff Act of 1930 also goes counter to 
a decision of Congress. Last year, when the same bill was introduced, 
the Treasury Department published an Official Analysis of it. The 
analysis stated: 

Article 35.3 (of the Charter of the International Trade Organization) * * * 
provides that the value for customs purposes shall be based on the actual value 
of the imported merchandise or like merchandise, and not on the value of mer- 
chandise of national origin or on arbitrary or fictitious values. The continued 
use of ‘“‘American selling price’ for the appraisement of any merchandise would 
not comply with this provision (of the ITO Charter). 

That last statement is correct, but the ITO is dead. It was rejected 
by the Congress last year. Yet here in section 14 of the Customs 
Simplification Act we find its ghost. Contrary to the Treasury’s 
statement, the American selling-price basis for ad valorem duties in 
paragraphs 27 and 28 is not arbitrary, not fictitious. It is definite. 
United States customs officials are provided by domestic producers 
with domestic price schedules for chemicals dutiable under those 
paragraphs. If confirmation or additional information is required, a 
telephone call obtains it. Neither customs officials nor the Tariff 
Commission have the same ready access to a foreign country’s export 
prices, 
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In yates pring me to summarize why Monsanto Chemical 
Co. is fearful of the effect on the national economy and welfare of the 
proposed change in basis for ad valorem dutis on coal-tar products: 

_First, the American organic-chemical industry is indispensable and 
vital to our entire economy in peace and in war. It must be thorough- 
ly integrated, both technologically and economically, in order to 
operate efficiently and to be capable of immediate full-scale mobiliza- 
tion in time of emergency. Dependence on a strong, well-integrated 
chemical industry was demonstrated in the last war by all belligerents. 
As wars become more scientific and technological, such dependence 
inevitably grows. 

Second, as a result of delicate integration the prices of many organic 
chemicals are interdependent and the entire economy of the American 
industry is therefore highly susceptible to the introduction of lower- 
priced foreign chemicals which will disrupt the necessary balanced 
structure. 

Third, competition from skilled foreign producers is actual and 
present. Even though our industry may be able to compete with 
these foreign sources on a fair trading basis, it cannot hope to survive 
the inroads created by cartels, state trading, slave labor, devaluation, 
artificial exchange rates, and other unorthodox practices. Actual 
production costs mean nothing to a totalitarian state or to a nation 
famished for American dollars. Nor do they mean anything to a 
state whose goal in marketing goods in America is to attain political 
objectives. 

‘ourth, replacing the American selling price basis for ad valorem 
duties under paragraphs 27 and 28 with foreign export values will 
encourage the practices just mentioned, for the all-important basis on 
which duty is computed will be within the sole control of the foreign 
country. 

And lastly, sections 13 and 14 of the present bill go directly counter 
to the attitude of Congress in its failure to approve the ITO charter. 
The Treasury Department’s official analysis stated that: ‘‘The pro- 
posed section 13 is in line with the charter in all respects.”” That 
fact should be sufficient to cause this committee to reject these 
provisions, 

We are in sympathy with any movement which will promote inter- 
national trade, but foreign markets will be of little consequence if our 
domestic economy is adversely affected. By permitting an increasing 

art of the American market to be supplied by foreign organic chem- 
icals sold at arbitrary prices having no relation to actual costs, seg- 
ments of our industry must necessarily slow down or become 
eliminated. That directly affects America’s national security. 

Our first obligation to the free world is to maintain our domestic 
economy and full employment. With such principle in mind, we 
must then seek to help other nations—and ourselves—through 
international trade. 

Monsanto Chemical Co. strongly recommends that sections 13 and 
14 of H. R. 1535 be deleted in their entirety and that the American 
se'ling price basis for assessing ad valorem duties under paragraphs 
27 and 28 of the Tariff Act of 1930 be retained. 

Mr. Coorrr. Does that complete your statement? 

Mr. Purze.y. Yes, sir. 

Mr. Cooper. Are there any questions? 
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Mr. Reep. I just want to make this observation. You have pre- 
sented a very convincing and strong paper here. It will be very useful 
not only in dealing with this subject but also in dealing with many 
others. 

One point that I am very glad has been brought out, because there 
are other bills pending where this will apply, is that if you permit these 
people to undersell us with the cheap labor and material and high- 
speed machinery for production, it means they will then recoup any- 
thing they may have lost by putting the price anywhere they wish. 
And if it is chemicals, we would just have to pay the price in case of a 
national emergency ; would we not? 

Mr. Purze i. Yes, sir. That has been our experience in the past. 

Mr. Reep. Yes. There is a long history of it, when we let them take 
over our market, and that is the big fight that is going on out in the 
world. 

Mr. Purze.y. Yes, sir. 

Mr. Reep. Even the English, under their socialistic government, 
have found that in the countries where she has usually had a good 
market. I am referring to the southeastern countries. Germany 
has now made such strides in production and low-cost production 
that she is actually taking over the socialistic British market. And I 
am speaking now of all equipment for railroads, even locomotives. 
The Germans are taking over the British market. 

Mr. Purze.ty. May | make a brief comment on that? 

Mr. Reep. We will be glad to have you do so. 

Mr. Purze.u. It bears upon the fact which was in this example I 
used. 

Since the war we have found that China, which uses a large amount 
of saccharin, the manufacture of which the Monsanto Chemical Co. 
produces a great deal, has been purchasing saccharin which has been 
manufactured in Czechoslovakia. Czechoslovakia is sending into 
China saccharin at such a low price as to seriously affect the ability 
of the American company to compete. That is a fair illustration of 
the pattern of export pricing that has been referred to in the other 
case by another witness. 

And when a foreign country, such as Czechoslovakia, which in this 
ease is dominated by Russia, undertakes to supply any market in 
competition with the American producer, and does so without any 
relationship to the actual costs that are involved in producing the 
product, we say it has an effect on the business and on the ability of 
the manufacturer to keep his plant going. 

As the chemical business has come back in the position it had 
before the war 

Mr. Reep. The chemical business has come back now? 

Mr. Purzeiy. The general chemical business is making such 
amazing and encouraging strides in Europe—encouraging insofar as 
the obligation of the Allies is concerned to get Germany back on its 
feet—the strides are so encouraging and so amazing as to give pause 
to the chemical companies to study constantly the export market. 
Germany is already back in South America in a big way. It makes 
competition very difficult for the American producers. 

Mr. Reep. It is these totalitarian countries that can keep on run- 
ning and producing and putting their product on the market. 
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Mr. Purzevy. Their goal is much different than just selling a lot 
of chemicals, and unfortunately the American chemical companies 
are only interested in selling chemicals, and it is very difficult to 
compete with a state-dominated operation. 

Mr. Reep. And, of course, the American industries have been 
encouraged to save us in the war effort. 

Mr. Purze.u. All we ask of the foreign producers is that they be 
put on a fairly even competitive basis with us. As I said, we in 
America hope to compete on a fair basis, but it is like a fighter going 
into the ring who is willing to abide by the Marquis of Queensbury 
rules, and his opponent has no rules at all. It is kind of tough to 
undertake the fight with him. 

Mr. Coorrer. Are there any further questions? If not, we thank 
you for your appearance, and the information you have given the 
committee. 

Mr. Simpson. I have just one question, Mr. Chairman. 

Mr. Coorrer. Mr. Simpson will inquire. 

Mr. Simpson. I seem to recall that earlier the witnesses here indi- 
cated the Tariff Commission would work out what they term equiva- 
lent rates; that is, rates that would be equivalent in effect to the 
American selling price. Is that your understanding of the provisions 
of the bill? 

Mr. Purze.y. I think that is section 14 (b). 

Mr. Simpson. That does not make it any more desirable to you; 
does it? 

Mr. Purze.i. No, it does not. 

Mr. Simpson. You agree it is extremely difficult to determine an 
equivalent that is satisfactory, and you do not want a bill, as I under- 
stand, containing a principle that does away with the American 
selling price method? 

Mr. Purzevy. That is right, Mr. Simpson. I think we have already 
seen pretty clearly exactly what happens when a group of countries 
is as skilled in production in coal-tar chemical products as western 
Europe is, and it is our hope that Congress will not take away the 
domestic chemical market at a time when we have a hard national 
security problem. 

Mr. Simpson. But even if they are less skilled, if they are so set up 
as to take the market under such conditions, regardless of the tariff 
and regardless of the skills, they could wreck our industry, as you 
see it? 

Mr. Purze.u. Yes. 

Mr. Coorrr. Does that conclude your statement? 

Mr. Purzeuu. Yes. 

Mr. Cooper. We thank you for your appearance and the informa- 
tion you have given to the committee. 


Mr. Purze ty. Thank you. 


STATEMENT OF ERIC C. KUNZ, PRESIDENT, GIVAUDAN CORP. 
AND SIDNAR CORP., NEW YORK CITY 


Mr. Cooper. Dr. Eric C. Kunz. Will you come around and give 
you name, address, and the capacity in which you appear? 

Mr. Kunz. Mr. Chairman, my name is Eric C. Kunz, president, 
Givaudan Corp. and Sindar Corp. I reside in Sinclair, N. J. 
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I am appearing before you in behalf of the Givaudan Corp. and 
Sindar Corp., both corporations incorporated in the State of New 
Jersey, and having their executive offices at 330 West Forty-second 
Street, New York, N. Y. 

The Givaudan Corp., of which the Sindar Corp. is a subsidiary, was 
started in the year 1924 because of the protective tariffs which existed 
at that time on the products of the Givaudan organization abroad, 
which were sold in the United States by arrangement with a dealer. 

The tariff which was imposed on our coal-tar products in 1922 
induced us to open a factory in the United States and, as you know, 
that was the iritention of the lawmakers at that time. I! sincerely 
hope that the policy of keeping organic chemical manufacturing 
equipment in this country will not be abandoned. 

We prospered, and we are employing today some 500 people, but it 
appears that the Customs Simplification Act has a provision whose 
object is to abolish the American selling prices as a basis for levying 
duty, which in our opinion would result in a very considerable reduc- 
tion in the duty of products similar to those we are now manufactur- 
ing, commonly known as synthetic organic chemicals. We are sure 
that 50 percent of our productive capacity would be affected un- 
favorably. 

Of course, you are fully aware of the fact that the time to bring up 
H. R. 1535 is extremely well chosen. Due to the aftereffects of the 
war and to the high prosperity created by the military preparations 
to avert a third world war, chemicals of all kinds are in short supply 
and particularly so in the countries outside the United States. There 
is a general shortage of coal-tar and its derivatives, the raw materials 
for practically all synthetic organic aromatic chemicals. Such short- 
ages interfere with large importations into this country, but we are 
familiar, as no doubt you are, with the statistical information on the 
lower cost of production of our chemicals abroad, due to the decidedly 
lower cost of labor in all countries as compared with the United 
States. 

In addition to that, we have such countries as Germany, England, 
and Switzerland, whose skill and art have been acquired and built 
up over a long period of time, antedating by scores of years our 
organic chemical industry. 

All that we need is normal political and economic conditions as 
they existed prior to the First and the Second World Wars, to stim- 
ulate production in the countries outside the United States, and at 
the same time their desire to sell their products in the world markets 
where the highest prices can be obtained, where the hardest money is 
in existence—and that undoubtedly would be the United States. 

I would hate to see the millions which we have invested in the 
United States on the basis of a more or less protective tariff go to 
waste. I would hate to see American producers of synthetic organic 
chemicals investing their money in the construction of competitive 
manufacturing facilities, may it be in England, Germany, France, or 
Italy, because they find it economically advantageous to import 
chemicals produced in those countries by the use of foreign underpaid 
labor, in competition with the high-paid labor of the United States. 

Those were the conditions which existed prior to 1914. Those 
were the conditions which existed and which prevented the United 
States, prior to 1914, from having an up-to-date synthetic organic 
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chemical industry, and today the necessity of having such an industry 
is far greater since we have assumed world leadership, both from a 
military and from an economic point of view. 

Perhaps our primary synthetic organic chemicals, which we sell 
mostly for the manufacture of perfumes, could be classed as non- 
essential from many points of view, except that they are key products 
in the economic picture of an $800,000,000 perfume and cosmetic 
industry. The very same argument can be advanced in connection 
with a still larger and more important industry, the soap and detergent 
industry, whose products without exception are made more attractive 
by the addition of our perfume raw materials, and in particular the 
derivatives of coal tar. This industry is by far our largest customer. 

However, our industry and our products have additional merit. 
They reach out into the economic picture of many industries not 
associated with our own by the average man. You have surely heard 
of styrene in connection with synthetic rubber. Styrene was produced 
and used by our coal-tar products, chemical division, since the begin- 
ning of the century. Ninety-five percent of our phenyl acetié acid, 
a perfume raw material, is used in the manufacture of penicillin, and 
was largely instrumental in bringing the price of that valuable drug 
down to 30 cents per hundred thousand units, the approximate price 
today, from a level many times higher only a few years back. 

When, during the last war, menthol, another widely used drug, 
rose in price from $3 to $30 per pound, we invested $300,000 in a 
plant to produce this valuable ingredient from coal tar, to be more 
specific from cresol. 

May I mention at this point that it was this particular industry 
which brought in, in 1916, the first commercial phosgene plant to 
make phosgene. In the First War that gas was used by Germany. 

I might further mention the product DDT, which is well known by 
you, and which had been produced some 60 years ago by a French- 
man, not knowing the great value it may have later on, although it 
was used by a Swiss dye concern for many years as an intermediate 
in the manufacture of dyes. 

That shows the great interrelating complications, interrelationship 
between all products of the organic, synthetic, chemistry manufactur- 
ing industry. 

Past tariff revisions, for reasons unknown to us, have particularly 
harmed us. For instance, among perfume raw materials not derived 
from coal tar, we used particularly to distill oil of sandalwood, more 
used as a drug than for perfumery, and other products were also dis- 
tilled from roots, herbs, and so forth. Then an import duty as low 
as 6 percent was placed on the foreign export price and, as a conse- 
quence, we shut down this department some time ago. 

Since the advent of the Trade Agreement Act, with the exception 
of paragraphs 27 and 28, covering coal-tar products, I am safe in say- 
ing that all other products have undergone a tariff reduction of at 
least 50 percent and in many cases as much as 75 percent. 

We are in that class of chemical manufacturers who produce several 
hundred synthetic organic chemicals, the large majority of which are 
derived from coal tar. Many of these chemicals are small as far as 
tonnage or poundage is concerned. It is on those products that the 
cost of labor shows up predominantly in the cost sheet of its pro- 
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duction, and it is these products that will be wiped out most quickly 
in any reduction in the tariff, such as proposed in H. R. 1535 is come 
about. It is not the million-pound product that will suffer. It is 
the product of quality, the newer product, the product of the future, 
which will be most severely affected. May I say that it is exactly 
the numerous small producers who have concentrated on that line of 
synthetic organic chemicals for the simple reason that products of 
small poundage or even of small tonnage do not need as expensive an 
installation for production. It is those innumerable small producers 
that will be wiped out in a short time if the protective features of 
paragraphs 27 and 28 of the present tariff act are now eliminated. 

The foundation of our future in the ehemical industry is research. 
History has shown that perhaps most of the great inventions have not 
had their origin in the laboratories of our largest research organiza- 
tions, but have been the product of diligent thinking and untiring 
work of individual chemists, often at universities or in laboratories 
connected with a company producing only one or two products, 
However, those are the citizens who have unceasingly contributed to 
the development of our great United States, and whose indomitable 
working spirit is trying to forge ahead, despite the overwhelming 
adverse factors that will be severely aggravated if they are forced, by 
means of a tariff which does not give adequate protection, to compete 
with their colleagues in foreign countries, thus ruining their small but 
sole economic life line. Such a policy will not fail, sooner or later, to 
affect our economic and political standing as a nation in the chemical 
industry. 

May I refer back and ask that you do your best to maintain the 
protective situation now accorded this industry under paragraphs 27 
and 28 of the present tariff act, and abolish or leave out of this new bill, 
the Customs Simplification Act, paragraphs 13 and 14. 

I thank you, Mr. Chairman. 

Mr. Coorser. Does that complete your statement? 

Mr. Kunz. Yes. 

Mr. Reep. | have one or two questions. 

Mr. Cooper. Mr. Reed will inquire. 

Mr. Reep. Several times during the presentation of your splendid 
paper you referred to the low cost of production and the low wages. 
Do you have in mind at this time the wages paid abroad? 

Mr. Kunz. | was abroad a year and a half ago, and at that time 
stopped at Paris, stopped in Italy, stopped in Switzerland, and I 
have considered the question of costs at that time. In France the 
cost in our industry ran at approximately 30 cents, which would be the 
equivalent of a dollar. 

In Italy it was a little more, a little more than half of that. 

In England, it was approximately 50 cents on the dollar. In Swit- 
zerland it was between 50 and 60 cents on the dollar. 

Mr. Reep. A little less? 

Mr. Kewnz. A little less. 

Mr. Reep. Thank you very much. 

Mr. Cooper. If there are no further questions, we thank you for 
your appearance and the information you have given the committee. 

Mr. Kunz. Thank you. 
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STATEMENT OF C. E. VAN WINCKEL, PRESIDENT, THE CARWIN 
CO., NORTH HAVEN, CONN. 


Mr. Coorer. Our next and last witness today is Mr. C. E. Van 
Winckel. Will you please come around and give your full name and 
the capacity in which you appear, Mr. Van Winckel? 

Mr. Van Wincket. Mr. Chairman, my name is Carl E. Van 
Winckel, North Haven, Conn. I am here to testify on behalf of the 
Carwin Co., North Haven, Conn., of which I am president. From 
its founding 20 years ago, with very little capital and one employee, 
I have been primarily responsible for its development, and have had 
considerable experience in all pnases of the business. The company 
now employs over a hundred people. 

The Carwin Co. manufactures and markets organic chemical inter- 
mediates in competition with both large and small domestic com- 
panies. An intermediate is a eeeuteal which has been processed 
bevond a raw material but is not vet a finished dyestuff or pigment. 
These intermediates are sold to manufacturers of dyestuffs and pig- 
ments and are incorporated directly in the dyestuff or pigment. 

A chemical may be as much as 99 percent complete as a dyestuff and 
still be classed as an intermediate. Yet at Torquay the duty on inter- 
mediates was cut 50 percent and that on dyestuffs left untouched. 

The reduction in tariff on intermediates will consequently enable 
the foreign producer to send in materials which are substantially com- 
plete dyestuffs at the lower rate of intermediates. In my opinion the 
»srotection afforded the dyestuff and pigment industry and particu- 
arly the intermediate group, is entirely inadequate as a result of the 
reductions made at Torquay. 

Consequently, I feel vitally concerned with the impact of certain 
provisions of H. R. 1535, the Customs Simplification Act of 1951, 
upon the future of our business, and wish to submit my reasoning for 
the consideration of the committee. 

In my opinion, to maintain our chemical industry, our present form 
of protection is essential due to the vastly different basic costs of 
materials and labor here and abroad. Also, it is impossible to set 
tariffs which would balance the difference in costs between this 
country and abroad. LEither we are going to have protection or we 
are not and there is no way of determining adequately a middle ground, 
or an economic equivalent to that we now have. 

I feel that there is no certain middle ground and no equivalent for 
two reasons: 

1. It is impossible to determine what the cost of any particular 
commodity is abroad, and, furthermore, the costs of manufacture of 
any commodity are different for each manufacturer, either here or 
abroad, and are continually fluctuating. 

2. Even if costs were stable and it were possible to determine them, 
prices can be varied by foreign manufactures within very wide limits. 
They can be set well below the cost of manufacture in order to obtain 
trade or national advantage. I refer particulariy to the possibility 
of subsidy by foreign governments, or of manipulations by cartels in 
order to obtain trade or monetary advantage. Currency exchange 
fluctuations may also be taken advantage of for the same purpose. 

Under conditions where world demand exceeds the capacity to 
produce as has been the case during the past several months, there 
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has"been no incentive for foreign producers to try to sell in the domes- 
tic market. Consequently, there is no means of judging whether or 
not the tariffs existing prior to Torquay or the tariffs set up at Torquay 
for our particular products are adequate protection. 

Nevertheless, a substantial amount of intermediates were imported 
in 1949 and double that amount in 1950, and, with the duty reduced 
by one-half, it is reasonable to believe the amount imported in the 
future will in all probability be much larger. However, I feel that 
from what 1 know of our own costs and of costs aborad, the tariff 
rates set up at Torquay are almost certainly not adequate to prevent 
ruinous competition from abroad in times of normal economy. Small 
companies such as ours could easily be put out of business entirely. 
I testified to that effect before the committee on reciprocity informa- 
tion a few months ago. Iam told that while there are possible means 
of obtaining relief from such a situation, it is very probable the time 
required would be entirely too great to be of any help in our case. 

I feel that the adoption of the provisions of H. R. 1535 which cover 
the substitution of export value instead of American selling price 
would appreciably further reduce the protection of the present tariff. 
The ability of foreign producers to manipulate prices and exchange 
would make it very easy for them to effect appreciable further 
reductions. 

Furthermore, the provisions of the bill which would require the 
Tariff Commission to set up rates to compensate for the difference, 
I believe to be entirely impractical. It would be impossible to deter- 
mine foreign selling prices or costs. And, I fail to see how such a 
procedure would either benefit American producers or how it could 
conceivably be classed as a simplification in the customs procedure. 

The provisions of H. R. 1535 changes the wording of the Anti- 
dumping Act to a much more vague basis. Insertion of the word 

“materially” before the word “damaged’ ’ will seriously cireumscribe 
the ability of the Secretary of the Treasury to issue an antidumping 
order. It will also cause a sufficient lag in the operation of this act 
to the point that a single commodity or group of commodities could 
be dumped in this country by foreign manufacturers in large quan- 
tities. As a result our domestic market will be ruined for a sufficie ently 
long tme to put out of business a company such as ours. In my 
opinion, the addition of the word ‘materially’’ as a modification to the 
Antidumping Act effectively nullifies that act. 

Another factor which should be taken into consideration is the 
effect that considerable increases in imports would have on the 
economy as a whole, particularly in time of slack business. In our 
segment of the industry we have been unusually successful in main- 
taining uniform production and stable employment. Since imports 
are likely to be ses at periods when there is excess production, 
they would be partic cularly disruptive to the domestic market. Since 
Congress is interested in minimizing the fluctuations in the business 
cycle, I would expect they would take steps to prevent such disrup- 
tion to the economy. 

It should be pointed out, also, that it is not necessary to maintain 
a reasonable price level in this country by foreign competition. We 
already have very active competition in the country and I can think 
of no prices of chemicals which are excessive. In fact, the contrary 
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is probably the case, and I know that we are not now making an 
adequate profit, much less an excessive one. 

Furthermore, I would like to draw to your attention that price 
rises in the chemical industry have been very moderate compared 
to the average of the country as a whole, and are only about 39 percent 
above the 1926 average. 

Government is already making it increasingly difficult for the 
chemical industry through inequitable and incentive destroying taxa- 
tion, regulation, and unfavorable propaganda. The time is rapidly 
approaching when the summation of the various factors will have a 
drastically unfavorable effect. Already much possible expansion and 
development is being ruled out because of these factors. In our own 
particular organization I have set up a hard and fast policy of not 
even considering any new projects unless it is possible to show a very 
considerable advantage over competition and a high margin of profit. 
One may criticize this policy on various grounds, nevertheless, it is 
impossible to do otherwise. 

Consequently I urge you to eliminate the provisions of H. R. 1535 
which would seriously weaken the antidumping law and eliminate 
American selling price as the basis of valuation. 

Mr. Cooper. Does that complete your statement? 

Mr. Van WinckeEL. Yes. 

Mr. Cooper. Are there any questions? If not, we thank you for 
your appearance and the information you have given the committee. 

The committee will stand adjourned until 10 o'clock tomorrow. 

(Whereupon, at 4:30 p. m., an adjournment was taken until the 
following day, Wednesday, August 15, 1951, at 10 a. m.) 
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WEDNESDAY, AUGUST 15, 1951 


House or REPRESENTATIVES, 
ComMMITTEE ON Ways AND MEANS, 
Washington, D. C. 


The committee met at 10 a. m., Hon. Jere Cooper (acting chairman) 
presiding. 

Mr. Coorer. The committee will be in order. 

The first witness appearing this morning is Mr. Harry L. Lourie. 


STATEMENT OF HARRY L. LOURIE, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF ALCOHOLIC BEVERAGE IMPORT- 


ERS, INC. 


Mr. Lourie. Mr. Chairman and members of the committee, my 
name is Harry L. Lourie. I am executive vice president of the Na- 
tional Association of Alcoholic Beverage Importers, Inc., 700 Na- 
tional Press Building, Washington, D.C. The association is a mem- 
bership, nonprofit organization organized under the laws of the State 
of New York. Our members, we estimate, are responsible for the 
importation into the United States of more than 80 percent of all the 
imported alcoholic beverages tax-paid for sale in our country. 

I should like to make it clear that among the members of the asso- 
ciation T represent are important companies engaged not only in the 
importation of various alcoholic beverages, but also in the distilling 
of whisky in the United States. Some of these members are interested 
primarily in the distillation of whiskies and only have a secondary 
interest in the importation of whiskies and other distilled spirits. It 
is, therefore, possible that one or more of these companies may oppose 
the adoption of that portion of section 24 of the bill dealing with the 
application of internal revenue taxes to imported distilled spirits. 

As far as we have been able to determine, importers of alcoholic 
beverages favor simplification of customs administration. May I add 
that all alcoholic beverages are taxed on a gallonage basis for both 
the tariff and the excise taxes. 

I should like to direct my remarks to two sections of the bill— 
section 10, ‘“‘Draw-back on export of imports not ordered,” and section 
24, “Repeal of discrimination against imports in certain internal 
revenue taxes.” 


SECTION 10. DRAW-BACK ON EXPORT OF IMPORTS NOT ORDERED 


The Tariff Act of 1930, in section 313 (c), has a provision to cover 
imported merchandise which has been tax-paid and removed from 
customs custody but thereafter found by the importer not to conform 
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to sample or specification. The act provides that if the importer 


should, within 30 days after release from customs custody, return 
the merchandise to the collector of customs for exportation, the full 
amount of the duties paid upon such merchandise shall be refunded 
as draw-back less 1 percent. 

We favor the proposed amendment which would extend the period 
of time to 90 days. 

When imported alcoholic beverages arrive in the United States 
and are discharged at a customs pier, the importer may, and often 
does, make an immediate entry for consumption and tax-pay the 
merchandise and remove it from the customs pier to his own tax-paid 
warehouse or may order it shipped immediately to various customers. 
It happens at times that an examination of a particular entry to 
determine if it conforms to specifications or samples is not performed 
within the 30 days specified by the Tariff Act. This is particularly 
true in those periods of the year when the import trade is unusually 
busy because of seasonal demands. 

Let me cite an actual example. A large number of shipments of 
Scotch whisky were made to the United States on a vessel which 
had as part of its cargo barrels of creosote oil. During the course of 
the voyage from Scotland to the United States some of these barrels 
leaked, and the creosote oil penetrated the cases of Scotch whisky. 
The shipments were discharged from the vessel at the customs pier 
in New Yo ‘ork and in many cases tax-paid immediately and moved to 
the tax-paid warehouses or shipped to interior points. Later on, an 
examination of some of the cases showed that the creosote oil had 
penetrated the cases and was on the outside of the bottles. It was 
impossible to determine by any examination known if the creosote 
had penetrated under the metal caps commonly used in the sealing 
of Scotch whisky. Such a determination could only have been made 
by opening eac +h individual bottle and testing its contents. Under 
such circumstances, the importer desired to return the merchandise 
to the foreign shipper. However, the provision in section 313 (c) 
was so sharply limiting in the time available to the importer for 
inspection of the merchandise and for its return to the collector of 
customs that it was not possible to do so. Thus the merchandise 
was destroyed and the importer lost the tariff and the excise taxes 
which had already been paid to the United States Government. 

The amendment proposed in the bill is fair. The Government will 
not lose any revenue since in the case of standard merchandise in 
demand in the United States, it is purely a question of replacement. 


SECTION 24. REPEAL OF DISCRIMINATION AGAINST IMPORTS IN CERTAIN 
INTERNAL REVENUE TAXES 


Section 24 (d) and (e) of the bill provide for certain amendments of 
section 2800 of the Internal Revenue Code, which if adopted would 
mean that all imported distilled spirits would pay the internal revenue 
tax of $9 on a proof gallon basis and would also pay an additional 
rectification tax of 30 cents per proof gallon. The following sum- 
mary presents to the members of the committee a brief history of the 
law and the effect of its application to distilled spirits and what the 
proposed amendments would accomplish: 








ae ees 


shat nice ek tals TA pe cre ecg hae 


I i air hci ihe) A te. tg i tel Tile 0th vase et 


Jatt 





oa an an Ot 2 tt Oe oe oe lhc anlUmklCU eee CU lhUaelCU 


ant =f ff. sae. «2 es 2 Oe ae 














SIMPLIFICATION OF CUSTOMS ADMINISTRATION 367 


(1) No internal revenue tax was collected on imported distilled 
spirits until the adoption of the act of October 3, 1917.' Prior to the 
adoption of this law only the tariff was relied on for the collection of 
revenue from such items. When the Revenue Act of 1917 went into 
effect, imports were subject to the rates of duty provided in the act of 
1913. Under that act, the tariff on imported distilled spirits was 
$2.60 per proof gallon, the same rate which had applied in the Tariff 
Act of 1909. Under the Tariff Act of 1922, which went into effect 
after the adoption of prohibition, the rate of duty was set at $5 and 
remained unchanged in the Tariff Act of 1930. Since that time, 
through various trade agreements made by the United States with 
Canada, France, and the United Kingdom, the tariff rate has been 
reduced, and at the present time is $1.25 per proof gallon for Canadian 
whisky and $1.50 per proof gallon for all other imported whiskies. 
For other distilled spirits such as brandy, gin, cordials, and liqueurs, 
the rate is now $1.25 per proof gallon. For specialties and compounds 
not especially provided for, the rate is $2.50 per proof gallon. For 
rum, the rate is $1.75 per proof gallon. 

(2) When, under the Revenue Act of 1917, the internal revenue 
tax was levied on imported distilled spirits, the same provisions of 
law which were drawn up for domestic distilled spirits were made 
applicable to the imported spirits. As a consequence, a provision 
which was first inserted in the law of 1868 and apparently designed 
to correct a specific abuse occurring in the practice of warehousing 
domestic distilled spirits and resulting in loss of revenue to the Govern- 
ment was made applicable to imported spirits. This is the provision 
which prescribes the levy of taxes on the wine gallon when below 
proof. 

The act of July 20, 1868 (ch. 186, see. 1, 15 Stat. 125) provided: 

That there shall be levied and collected on all distilled spirits on which the tax 
prescribed by law has not been paid, a tax of fifty cents on each and every proof 
gallon, to be paid by the distiller, owner, or person having possession thereof 
before removal from distillery, warehouse; and the tax shall be collected on the 
whole number of gauge or wine gallons when below proof, and shall be increased 
in proportion for any greater strength than the strength of proof spirit as defined 
in this Act; and any fractional part of a gallon in excess of the number of gallons 
in a cask or package shall be taxed as a gallon. 

Previous revenue acts provided for the collection of the internal- 
revenue tax on domestic distilled spirits on the proof gallon only. 
Thus, the provision adopted by the Congress in 1868 and maintained 
since that time for the collection of the internal-revenue tax on a 
wine-gallon basis when below proof was not adopted for the purpose 
of collecting the internal-revenue tax on a wine-gallon basis on im- 
ported distilled spirits, but for some other reason. 

An examination of the report made on March 12, 1868, in the second 
session of the Fortieth Congress, by Congressman Van Wyck, from 
the Committee on Retrenchment, with respect to the tax law then 
pending, discloses the existence of conditions which undoubtedly led 

'“That on and after the passage of this Act there shall be levied and collected on all distilled spirits in 
bond at that time or that have been or that may be then or thereafter produced in or imported into the 
United States, except such distilled spirits as are subject to the tax provided in section 303, in addition to the 
tax now imposed by law, a tax of $1.10 (or, if withdrawn for beverage purposes or for use in the manufacture 
or production of any article used or intended for use as a beverage, a tax of $2.10) on each proof gallon, or wine 
gallon when below proof, and a proportionate tax at a like rate on al! fractional parts of such proof or wine 


gallon, to he paid by the distiller or importer when withdrawn, and collected under the provisions of existing 
law”’ (ch. 63, sec. 300, Revenue Act of 1917, 40 Stat. 308). 
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Congress to the abandonment of the system prevailing in prior acts 
for collecting the internal-revenue tax on domestic distilled spirits 
on a proof-gallon basis only. At that time the Federal Government 
conducted an investigation of alleged frauds in the tax payment of 
whisky produced in the United States. It had been found that there 
was an extensive conspiracy whereby whisky, presumably guarded 
by Government agents, had been removed in whole or in part from 
the barrels and water substituted therefor. As a result, the revenue 
received by the United States Government, collected on a proof- 
gallon basis, was sharply reduced, and the whisky originally placed 
in the barrels, entered consumption on a tax-free basis. The Congress 
in the act of 1868, by providing for the collection of the internal- 
revenue tax on a wine-gallon basis when below proof, apparently 
desired to check the loss of public revenue which had arisen because 
of the substitution of water for whisky. 

It was in the act of 1868 that Congress also reduced the internal- 
revenue tax from $2 to 50 cents per gallon. In 1868, the total collee- 
tion of excise taxes for distilled spirits such as whisky amounted to 
$13,400,000. In 1869, after the reduction in the tax and the adoption 
of the provision applying the tax on the wine-gallon basis when below 
proof, the collections jumped to $33,225,000. 

In presenting this brief history of the adoption of the internal- 
revenue taxes on distilled spirits on a wine-gallon basis when below 
proof, I wish to state that the present system of safeguarding the 
revenue with respect to all alcoholic beverages produced in the United 
States is such as to make virtually impossible the type of frauds 
reported by Mr. Van Wyck in his report to the second session of the 
Fortieth Congress. 

(3) Although under the law, which as pointed out above has existed 
since 1868, the internal-revenue tax is levied on wine gallons when 
below proof, on domestic distilled spirits the tax is actually collected 
on the proof-gallon basis only. This is because of the fact that dis- 
tilled spirits are not withdrawn from bonded warehouses at below 
proof; at least | know of no instance where this occurs. Bottled-in- 
bond whiskies are required to be 100 proof and are, therefore, with- 
drawn from bonded warehouses in bottles at that proof. All other 
distilled spirits as a practical matter for economy in paying taxes are 
withdrawn from bonded warehouses in bulk at 100 proof or higher 
and hence pay taxes on proof gallons only. The reduction in proof 
of such spirits occurs at the time of bottling and such operations are 
conducted in tax-paid warehouses where if no rectification occurs the 
Federal Government has no further interest in the collection of taxes. 

In contrast to this system, imported distilled spirits which are 
bottled in the foreign country of origin before shipment to the United 
States are, with rare exception, reduced in proof. Thus, such im- 
portations under the present laws pay a much higher rate of tax than 
do like or similar domestic distilled spirits. 

Thus, imported distilled spirits which are bottled in the country of 
origin before shipment to the United States actually pay the present 
excise tax of $9 per gallon on the amount of water represented by the 
reduction in proof. 

(4) The committee is familiar with the provisions of the General 
Agreement on Tariffs and Trade made at Geneva whereby a large num- 
ber of governments, including the United States, agreed to eliminate 
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any discriminations which may arise in the application of internal- 
revenue taxes on imported merchandise. We are not relving on that 
agreement in presenting this matter to you. We are relying on equity. 
We are relving on the obvious fact that the Congress time and again 
has made it clear that where an internal-revenue tax is to be collected 
on an imported item which is subject to a tariff, there should be a 
clear separation in the application of the duties specified by the tariff 
act and the taxes specified by the Internal Revenue Act. 

It is our view, and we believe it is amply backed by the precedent 
set by the Congress itself, that no internal-revenue tax should be 
applied in such a way as to constitute in effect an increase in the tariff 
which has been adopted by the Congress for the particular item. 

There is no question that the adoption of an amendment which 
would provide for the collection of the internal-revenue tax on dis- 

tilled spirits, domestic or imported, on the proof-gallon basis only, 
would result in a drop in the revenue collected from imported distilled 
spirits but because of the practice referred to above there would be no 
loss of revenue collected from the domestic distilled spirits. 

(5) Under the present laws and regulations of the United States 
Gusnnatianh it is possible to import into the United States foreign 
distilled spirits in bulk at proof or over. The law and the regulations, 
however, provide that such importations must either be bottled in 
customs bond or in a foreign trade zone, or must be tax-paid and 
shipped to a licensed bottler. The application of the present law has 
already resulted in a development of importation of foreign spirits in 
bulk, tax payment on a proof-gallon basis, and shipment to licensed 
bottlers who then reduce in proof and bottle. This type of operation 
parallels the domestic operation. No claim of discrimination can 
possibly be made with respect to such bottling of foreign distilled 
spirits. The claim of discrimination rests solely on the fact that a 
foreign distilled spirit which has been bottled in the country of origin, 
such as Scotch whisky or French cognac, and reduced in proof, for 
example to 87°, pays the internal-revenue tax at a rate 13 percent 
higher than domestic or imported whiskies or brandies bottled in the 
United States. 

(6) It has been the belief of not only importers, but others interested 
in maintaining international trade in alcoholic beverages, that the 
bottling of such beverages should, as far as it is possible, be conducted 
in the country of origin. The theory back of this belief is better 
protection for the consumer and certainty that the bottling in the coun- 
try of origin will yield a final product in keeping with the reputation 
the item may have established. Obviously, the tvpe of water used in 
reducing the proof is of importance. For certain items, such as Scotch 
whisky, the reduction in proof and the subsequent bottling is con- 
ducted entirely differently in Scotland than in the United States. In 
addition, bottling of the product by the producer in the country of 
origin has been the generally accepted practice in the trade for genera- 
tions. This is particularly true with trade-marked or branded items 
with which the public has become familiar. It is our view that an 
internal-revenue tax should not be applied in such a way as to force a 
change in the practices which have been traditional for generations 
with respect to a particular commodity or for a particular industry. 

For example, in the blending of Scotch whisky, it is customary for 
the blender to mix a large number of the different types and kinds of 
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malt and grain whiskies needed for the blend and then to reduce to 
approximately 86 to 87 proof. Thereafter, the whisky is replaced in 
barrels and allowed to remain for a considerable period of time, usually 
from 6 months toa year. A practice of this sort, as far as we know, is 
not followed in the United States. In the Scotch whisky trade, the 
storing of the whisky in oak casks after blending and reduction in 
proof is regarded as necessary for the perfection of the blend. 

(7) An extension of the bottling of foreign distilled spirits in the 
United States means economic damage to a number of industries in 
countries shipping their distilled spirits in any volume to the United 
States. There is involved the manufacture of the bottles, the print- 
ing of labels, the production of corks or other sealing devices, the pro- 
duction of shipping cases, the labor needed for the reducing in proof, 
and the filling of the bottles. 

When one considers the importance of the shipments of cognac and 
other brandies to the United States from France, it is evident that a 
continuation of the present trend in the shipment of French brandies 
to the United States in bulk is bound to have an effect on a number 
of industries in France which depend in part for their existence on 
the bottling of brandies in France. In the calendar year 1949, 14.8 
percent of all the brandy shipped to the United States from France 
came forward in bulk. Before the outbreak of the last war, importers 
tax-paid annually about 300,000 cases of French cognac bottled in 
France. On the basis that all of this cognac was bottled in France 
in standard four-fifths-quart bottles, 12 to the case, that would mean 
3,600,000 bottles were produced by French bottle manufacturers, at 
least 3,600,000 labels were printed, and the same number of corks, 
capsules, 300,000 shipping cases had to be made, and, of course, labor 
was used for the actual bottling of the brandy. 

(8) There is no doubt that the United States can force ultimately 
the shipment of foreign distilled spirits to the United States in bulk, 
with subsequent bottling by our domestic bottlers. There is no 
doubt that such an operation would result in expanding the import- 
ance of our domestic bottling industry. There also is no doubt that 
such a process would have a deleterious effect on the economics of 
those countries who are relying on exports of their particular dis- 
tilled spirits to the United States for the creation not only of dollar 
credits, but also for maintaining home employment. 

(9) It is not possible to calculate the exact amount of revenue 
which would be affected if the present law should be amended to pro- 
vide for the collection of the internal-revenue taxes on a proof-gallon 
basis. This is because so large a portion of the total imports comes 
to the United States in bottles and below proof. The statistics are 
reported by the United States Department of Commerce as tax gal- 
lons, and no specific information is available to show the exact proof 
for all of these imports. In a general way, it is known that most 
Scotch whiskies come to the United States at approximately 86 to 87 
proof, Canadian whisky at 87 to 91 proof, cognac at 84 to 86 proof. 
However, the collection of the taxes on the proof-gallon basis defi- 
nitely will result in a drop in the taxes per case paid by the importers 
to the United States Government. 

(10) I have been asked if the application of the taxes on a proof- 
gallon basis will result in an increase in importations which might 
offset the loss in revenue. To answer this question is virtually impos- 
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’ sible. It may be said that two important accomplishments will result 
3 if the taxes are collected on the proof-gallon basis: 

: (a) The foreign enterprises now engaged in the bottling of their 
distilled spirits will not lose their present operations, since no advan- 
; tage will accrue to a United States company which imports foreign 
; distilled spirits in bulk and bottles after tax payment. 

(b) The protection given by the tariff will not be augmented by a 
concealed tariff protection obtained through the application of the 
internal-revenue tax on an alcoholic content not actually present in 
the product. An example of this follows: 

Importer A brings to the United States 1,000 cases of bottled Scotch 
whisky at 86 proof. Each case contains 2.4 wine gallons, and the 

; importer’s excise tax comes to $21,600. 

i Importer B brings to the United States 2,066 gallons of Scotch 

whisky in bulk at 100 proof. He tax-pays this bulk whisky, and his 
internal-revenue tax amounts to $18,594. On bottling this whisky 

; at 86 proof after tax payment, he also has 1,000 cases of Scotch whisky, 

4 but he has paid $3,006 less in excise taxes than importer A. 

The problem of the import trade today is not possible expansion, 
but rather to avoid contraction of the trade in foreign spirits. With 
the exception of Scotch and Canadian whiskies, the import trade in 
other distilled spirits is far below the level established prior to the 
outbreak of the war in Europe in 1939. This is despite the great 
increase in population which has come since repeal of prohibition and 
the great increase in personal incomes. The concealed tariff pro- 
tection which has existed during all the years of repeal because of the 
language of the present law was not a potent factor during the years 
; when the internal-revenue tax was $2 per proof gallon, or per wine 

gallon when below proof. The present rate of $9 has erected an 
important tariff barrier against foreign distilled spirits which if not 
changed will ultimately result in either a sharp decline in the trade 
in foreign bottled distilled spirits or a shift to importation in bulk at 
proof or over and bottling thereafter. 

(11) It has been our view that imported distilled spirits should pay 
the same excise taxes as domestic distilled spirits. We believe that 
where an imported distilled spirit has been rectified, and virtually all 
imported distilled spirits are rectified, the tax on such spirits should be 
$9.30 per proof gallon, which would do away with any discrimination 
in the collection of the tax. The import trade is not requesting any 
discriminations in its favor, and it feels strongly that tax discrimina- 
tions which exist in favor of domestic distilled spirits are not in keeping 
with the general theories on which the collection of excise taxes have 
been based not only in the United States, but also in countries such 
as England, Canada, and France. If the amendment proposed with 
respect to the application of the excise is adopted, then imported 
spirits which have been rectified should also pay the rectification tax. 
It would be unfair, however, to impose a rectification tax if the present 
application of the tax on a wine-gallon basis for impurted spirits is 
maintained. 

We urge the adoption of the proposal set forth in section 24 (d) as 
a matter of equity to importers of distilled spirits. We feel that the 
members of the committee should consider not only the obligations 
of our Government as a signatory to the general agreement on tariffs 
and trade made with other countries at Geneva in October 1947, but 
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that the principal consideration should be given to eliminating an 
obvious discrimination, which in effect becomes a concealed tariff 
protection. No internal revenue tax should be applied in such a 
fashion as to penalize the imported product. It has been the general 
rule rather than the exception in international trade for internal 
revenue taxes to be applied equally and in the same way on imported 
items. 

To those who may say quite accurately that despite the discrimina- 
tion in the application of the internal revenue tax on imported distilled 
spirits the trade has remained in existence and made decided progress 
since the repeal of prohibition, the answer is obvious. In these 
critical times the leadership which the United States has had imposed 
on it by world events should be used to prove to its friends, as well 
as to its enemies, that the obligation of leadership is recognized and 
that the United States Government will correct inequities and will 
do away with discriminations wherever such inequities or discrimina- 
tions are called to the attention of the Congress. In many respects, 
this entire problem is a minor one. Its commercial significance may 
well be overstated if it is measured in dollars and cents. Its inter- 
national significance cannot be overstated. You make and keep 
friends by avoiding discriminations against their special interests. 
Much, undoubtedly, will be made of the fact that adopting the 
provisions of section 24 (d) will result in a possible drop in the revenue 
of the United States. In these days, it is inconceivable to me that the 
Congress could possibly refuse to eliminate an obvious discrimination 
because of its monetary cost; the amount of money involved is 
insignificant when compared with the enormous sums of money 
world leadership has caused our Government to spend not only in 
the United States, but in friendly Western European countries. 

Mr. Cooper. Are there any questions? 

Mr. Dincevi. Mr. Lourie, I would like to ask a question or two. 

Under the trade agreements practically all of the tariff applicable 
to imported spirits has been wiped out, is that not right? 

Mr. Lourie. No, sir. The tariff started at $5 in the first agree- 
ment made with Canada. The tariff on whisky was reduced from $5 
to $2.50. Subsequently, at Geneva, the tariff rate was reduced from 
$2.50 to $1.50. Later, last spring, the Canadian-whisky duty was 
reduced to $1.25, but all other whisky was left at $1.50 a gallon. 

Mr. Drncetu. Is there not something contemplated in the way of 
further cuts? 

Mr. Lourie. It is impossible to cut the duty to less than $1.25 
because that represents 25 percent of the original rate set in the 
Tariff Act of 1930. 

Mr. Dincewvy. And that is in accordance with a provision of law? 

Mr. Lourtr. Yes. 

Mr. Dincevu. I was under the impression there were further cuts 
contemplated or proposed under existing law. 

At any rate, you are advocating the passage of this section of the 
bill, section 24? 

Mr. Lovuriz. Yes. 

Mr. Dincevu. That is the crux of this whole thing. You are an 
importer? 

Mr. Lourie. I represent an importers’ group. 

Mr. Dincety. Your business depends entirely upon imports? 
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Mr. Lourtre. Yes. 

Mr. Dince.i. Regardless of the consequences to the domestic 
industry. The domestic industry is, of course, perhaps in a different 
corner from you in this matter? 

Mr. Lourie. I think, Congressman, I might explain that we pay 
the same internal revenue rates on all imported alcoholic beverages 
as do the domestic people. In other words, if there is a tax at the 
present time of $9 per gallon on whisky, we pay the same tax. It is 
the collection of the tax that is worrying us, and the method of collec- 
tion. 

Mr. Dince tu. I understand that. As I view this whole thing, 
it is a very complicated and controversial subject. I think that we 
had better appraise this section very carefully before we make any 
move. Ido not think this is necessarily just customs simplification. 
| think this is probably a means and method of seeking concessions 
that perhaps Congress, certainly this committee, never intended, and 
probably will not be so agreeable to bring about. 

However, I understand that the opponents of the measure, or of 
the provisions, will appear later. 

Mr. Lovurir. May I say that the tariff act in schedule 8 provides 
the language as to the method of collection of the internal revenue 
tax, and that is what the section was presumed to amend—the section 
of the tariff act. 

Mr. Reep. On page 11 of your prepared statement near the end 
of the page you say: 

We urge the adoption of the proposal set forth in section 24 (d) as a matter of 
equity to importers of distilled spirits. We feel that the members of the com- 
mittee should consider not only the obligations of our Government as a signatory 
to the general agreement on tariffs and trade made with other countries at Geneva 


in October 1947, but that the principal consideration should be given to eliminating 


an obvious discrimination, which in effect becomes a concealed tariff protection. 


We are under no obligation, and certainly the committee should 
take notice of the fact that Congress has never approved that GATT 
contract or agreement. Congress has never approved it, so that is 
one good reason why I would be opposed to that proposal. 

Mr. Lourie. You will note that I said right after that: 

But that the principal consideration should be given to eliminating an obvious 
discrimination, which in effect becomes a concealed tariff protection. 

I would like to assure you that we do not rely on the provisions of 
the GATT agreement whatsoever. The provisions of the GATT 
agreement were not binding upon the United States Government, as 
I read them. They represented a hope, and as I understand it—an 
I have read it many times—there is nothing in the agreement that is 
binding upon the United States Government unless the Congress 
desires to put the language into effect. 

Mr. Reep. That is what I want to emphasize. 

Mr. Lourie. We are not relying on that. We are treating this 
as a matter of equity on the basis that internal revenue taxes should 
be applied equaily to all regardless of their domestic or foreign origin. 

Mr. Reep. But you say in your language here: 

We feel that the members of the committee should consider not only the obli- 
gations of our Government as a signatory to the general agreement no tariffs 
and trade * * 
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I do not know how you can say it any plainer that you are relying 
on that agreement. 

Mr. Lovurtr. We had representatives at Geneva from all branches 
of the Government under authorization of a law adopted by the 
Congress itself. Presumably those representatives thought that 
they were talking for the United States Govenanunn. 

Mr. Reep. There is a lot of that type of representation going on in 
this country today; people who think they are binding the United 
States when they have no authority to do it. 

Mr. Lourie. I said that I do not believe they bound us at all. 

Mr. Reep. But you say that we have an obligation under it. We 
have no obligation under it at all. 

Mr. Lourie. I understood the GATT agreement set down certain 
basic principles for the guidance of the countries in an agreement. If 
the country did not want to adopt those basic principles, such .s 
equality of treatment on excise taxes, then it was up to the country 
to do what it wanted to. There was nothing binding upon any 
country. It was a hope for the future and not for the past. 

Mr. Simpson. The Treasury would lose considerable money under 
this proposal; is that not so? 

Mr. Lourie. The estimates vary. They vary all the way from 
$12,000,000 to perhaps $16,000,000 or $17,000,000. The trade is not 
static. It goes up and down. The volume of import trade varies 
from year to year. We will have a good year and we will have a bad 
year. 

Mr. Sturson. Who would save the money? 

Mr. Lourie. The money would be saved entirely by American 
consumers. I think we can prove to you definitely that every reduc- 
tion in tariffs ever granted to the importers of alcoholic beverages has 
been passed on to the consumer. 

Mr. Stupson. What interest do the importers have in this? 

Mr. Lourie. Only to make prices more reasonable to the con- 
sumers. 

Mr. Simpson. Do you want to cut prices? 

Mr. Louris. No, sir. We want to reduce prices wherever possible. 
It is the object of every industry to maintain prices on their goods as 
low as possible. 

Mr. Simpson. The law is full of tax inequities, in my opinion. There 
is discrimination in the personal income tax laws. We levy taxes 
against the very lowest income earners in the country. Why should 
we adopt a tax-reduction bill, and that is what this bill is in part? 
Why should we adopt a tax-reduction bill which gives the benefit to 
the consumer of alcoholic beverages and does not give a tax reduction 
to the low-income worker who does not consume alcoholic beverages? 

Mr. Lourie. I think that you have two different principles involved. 
In this case we are not asking for a tax reduction; we are asking for the 
application of the internal revenue tax on the same basis, regardless 
of the origin of the merchandise. 

You have a protective tariff, and we feel that it is an absolute dis- 
crimination and bad practice to apply an internal revenue tax on im- 
ports in such a way as to have a concealed tariff protection. 

What I mean by that is this: If the law of 1868 had never been 
adopted and the tax had always been collected on a proof-gallon basis, 
this problem never would have arisen. 
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Mr. Stmpson. Congress has known that in effect we do have a 
protective tariff. Is it not fair.to assume if Congress wanted to 
continue that idea, it would have been continued whether it was under 
the law of 1868 or not? It would have been done in some other 
manner. 

Mr. Lourie. I think the answer to that is this, sir: This is the first 
time I know of that this matter has ever been before the committee 
in a definite proposal. I brought the matter up in 1937, and I think 
that was the first bill for customs simplification that was ever con- 
sidered by this committee. I mentioned it at that time. 

The Government at that time would not include the proposal in its 
bill. This is the first time since the adoption of the act of 1917, or 
since the repeal of prohibition, that there has been called to the 
attention of this committee the fact that in the collection of the 
internal revenue tax on imported distilled spirits a different method 
is used than in collecting the tax on domestic distilled spirits. 

Mr. Byrnes. You mentioned that there has been an increase in the 
volume of foreign spirits imported in bulk at 100 proof. Do you have 
any information as to the amount and what the trend is there? 

Mr. Louris. [have here the figures of the United States Department 
of Commerce showing the imports for the calendar year 1950. 

Mr. Byrnes. What does it show? 

Mr. Lourie. Well, in the case of brandies, imported in bottles——— 

Mr. Byrnes. I mean in bulk. 

Mr. Lourie. In bulk it was 165,315 gallons. 

Mr. Byrnes. What was it in 1949? 

Mr. Louris. I am sorry. I do not have those figures with me. 
I can submit to the committee figures showing importations of all 
imported distilled spirits and bottled for a series of years as long as 
you wish. I will be very glad to supply them. 

Mr. Coorrr. Without objection, you may include them in the 
record. 

NATIONAL ASSOCIATION OF 
ALCOHOLIC BEVERAGE ImporTERs, INc., 
Washington 4, D. C., August 17, 1951, 
The Honorable Rorert L. Dovcuton, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CuarrMan: During the course of my testimony before the committee, 
on H. R. 1535, on August 15, 1951, Congressman Byrnes requested some statis- 
tical information with respect to United States tax-paid importations of French 
brandy in bottles and French brandy imported in barrels at proof or over for 
bottling after tax payment with reduction in proof. 

There follows a short table showing the tax-paid importation for the calendar 
years 1948-50, inclusive, for French brandy and Scotch whisky. It will be noted 
that there has been a decided increase in the imports of these distilled spirits in 
barrels at proof or over and bottling after tax payment with reduction in proof. 


United States taz-paid imports, 1948-50 





French brandy | Scotch whisky 








| 
In bottles | In barrels | In bottles | In barrels 
(wine gal- | (proof gal- | (wine gal- | (proof gal- 
lons) lons) lons) lons) 
| i latte tated ie ita saicienl cucttetieianes detache 332, 398 12, 407 | 7, 354, 836 30, 936 
) SESS ae 5 Se ee ee es Se A 388, 596 58, 904 | 7, 351, 968 135, 797 
CREE NS Ie eS PORES PS 540, 886 92, 640 | 9, 444, 548 212, 781 








! The increase in tax payments of Scotch whisky in bulk is accounted for mainly by tax payment at proof 
or over by National Distillers Products Corp. and subsequent bottling with reduction to 86.8 proof, 
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May I supplement the statement I made to the committee on August 15 by 
adding that all Puerto Rican rum imported into the United States must be bottled 
prior to exportation from Puerto Rico because of a basic law adopted by the 
Puerto Rican Legislature. All Puerto Rican rum shipped to the United States 
has been reduced in proof before bottling and comes to the United States, as a 
rule, at 86 proof. All of the internal revenue taxes collected on Puerto Rican 
rum are paid to the local office of the United States Bureau of Internal Revenue 
located in Puerto Rico and the money thus collected is turned over to the treasurer 
of the island of Puerto Rico. In other words, the United States Government is 
not collecting any internal revenue taxes on the very substantial quantities of 
Puerto Rican rum exported to the United States and consumed in this country. 
I am unable to find any basis for the statements made by Felix R. Hilera on August 
15 implying that the reduction in proof carried on by the foreign producers and 
bottlers of Scotch whisky or French brandy is forbidden producers of rum in 
Puerto Rico. In fact, it is difficult to understand the position taken by the 
particular witness since the United States is not receiving any revenue whatsoever 
from the internal revenue taxes collected on Puerto Rican rum shipped to this 
country. 

May I add that the production of rum in Puerto Rico is not conducted under 
the supervision of the Aleohol Tax Unit of the United States Government. The 
production is completely controlled by the insular authorities, and that situation 
is also true in the Virgin Islands. The basic law and the regulations governing 
the distillation of spirits in the United States does not apply to either Puerto 
Rico or the Virgin Islands. The revenue not collected by the United States on 
distilled spirits produced in Puerto Rico exported to the United States and 
consumed in this country amounts to many millions of dollars. The proposal in 
section 24 (d) of H. R. 1535 will not in any way change the amount of excise 
taxes collected by the United States Government from Puerto Rican rum and 
turned over to the treasurer of the government of Puerto Rico prior to the actual 
shipment of the rum to the United States. 

Very truly yours, 
Harry L. Louris, Erecutive Vice President. 

Mr. Byrnes. What would the reduction, or change-over—put it 
that way—mean in dollars and cents on a fifth of 85 proof spirits? 

Mr. Louris. It would come out to about 20 cents, which would 
mean that at retail it would be 30 cents. At the importer’slevel it 
would be 20 cents, which would mean at the retail level about 30 cents. 

Mr. Byrnes. A reduction of 30 cents, really, in the amount of tax 
on imported spirits at 85 proof? 

Mr. Louris. It would be about 20 cents, as I figure, on a fifth 
bottle, and by the time you trace that tax back to the retailer, it would 
be about 30 cents on a fifth. 

Mr. Dineett. If I may interrupt there, do you mean when they 
pay a 20-cent import tax on a bottle of this whisky the importer passes 
that right on at 30 cents to the consumer? 

Mr. Lovrisz. Congressman Dingell, the system of distribution in 
the liquor trade, whether imported or domestic, is the same. The 
distillers and importers sell to the wholesale distributors. The whole- 
sale distributors work on certain margins, most of them traditionally 
set by OPA in the last war at 15 percent. 

Mr. Dinceti. Your argument, then, is he takes the gross, including 
the tariff, and levies thereon 50 percent profit? 

Mr. Lourie. Not the importer and distiller; no. Those in the 
distributing trade work on an equalization basis. The wholesaler 
pays a certain price and takes a certain mark-up; the retailer pays an- 
other price over the wholesaler and takes a certain mark-up. As far 
as the importer is concerned, if there is any change in the tax, there is 
no change in the base price except as it reflects the change in the tax. 

Mr. Dinceti. What I want to know is this. If you pay a 20-cent 
import tax, the consumer pays 30 cents. 
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Mr. Lourie. Yes, sir. 

Mr. Dincetu. In other words, there is an additional local tariff 
applied by the distributor, the importer, or whomever it is, or both; 
they levy an extra 50 percent tariff upon tariff on the consumer? Is 
that so or isn’t it? 

Mr. Lourie. Yes; that is so, because when the tariff was reduced 
20 cents a bottle, the reduction in price to the consumer came to 30 
cents. 

Mr. Byrnes. Let me proceed with my line of questions. 

In other words, if this bill should become law in the present form, 
it would mean a reduction of 20 cents a fifth? 

Mr. Louriz. Yes, sir. 

Mr. Byrnes. You are interested in simplification. Would you 
have any objection, then, to increasing the duty from $1.50 as at the 
present time—I understand $1.50 is the present duty. 

Mr. Lourie. Yes, sir. 

Mr Byrnes. Would you have any objection to increasing that to 
$1.70, which would give you simplification and also give you the same 
percent of protection enjoyed by the domestic industry as compared 
to the importers? 

Mr. Louris. We are trying to separate very clearly the duty from 
the internal revenue tax. We stand on one ground only. The duty 
is going to be set by the Congress, but we feel the internal revenue tax 
should be applied equally. 

Mr. Byrnes. In order to maintain the status quo as far as protec- 
tion is concerned, would you have any obje ction to Congress increasing 
the duty on imported spirits to $1.70? 

Mr. Lourte. None whatsoever. We think the principle of collect- 
ing the excise tax on the same basis is far more important than the 
rate of duty you may set. The one thing we do know is this, that the 
changes in the excise rates have been so high that this discrimination 
gets bigger and bigger and bigger. We would rather have it fixed at 
a definite point and pay larger duties. 

Mr. Copper. If there are no further questions, we thank you for 
your appearance and the information you have given the committee. 

Mr. Jenkins. I ask unanimous consent to msert in the record at this 
point a letter received from Mr. John J. Murphy, president, United 
States Customs Inspectors’ Association, and 1 am going to ask the 
indulgence of the committee to read one paragraph out of this letter. 
It says: 

Our association is of the opinion that section 21 should be eliminated in its 
entirety. Such relaxing of customs supervision is contrary to the intent of the 
law, a potential threat to the revenue and to the proper functioning of our men, 
and all other groups of customs officers. 

Mr. Coorrer. Without objection, the letter will be included in the 
record. 

(The letter above referred to is in full as follows:) 

Unirep Strares Customs Inspectors’ ASSOCIATION 


Port or NEw YOrK, 
August 10, 1951, 
Hon. Tuomas A. JENKINS, 
Ways and Means Committee, 
House Office Building, Washington 245, D. C. 

Str: Reference is made to H. R. 1535, which is being considered by the House 
Ways and Means Committee. This bill would amend certain provisions of the 
Tariff Act of 1930 and related laws. 


87474—51-———-25 
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The members of this association are concerned about the language of the por- 
posed new section 646 of the Tariff Act of 1930, as set forth on page 37 of the bill 
under the title “‘Customs Supervision,” reading as follows: 


“Sec. 646. Customs SUPERVISION 


‘‘Wherever in this Act any action or thing is required to be done or maintained 
under the supervision of customs officers, such supervision may be direct and con- 
tinuous or by oceasional verification as may be required by regulations of the 
Secretary of the Treasury, or, in the absence of such regulations for a particular 
case, as the principal customs officer concerned shall direct.” 

The official analysis of the bill states that section 21, Customs Supervision, was 
to apply to sections 304 and 562 of the Tariff Act of 1930. However, the language 
of the proposed new section 646 of the 1930 Tariff Act, as embodied in section 21 
of H. R. 1535, does not state any such limitation. It plainly states that, ‘Wher 
ever in this Act any action ete.” 

Our association is of the opinion that section 21 should be eliminated in its 
entirety. Such relaxing of customs supervision is contrary to the intent of the 
law, a potential threat to the revenue and to the proper functioning of our men, 
and all other groups of customs officers. 

If allowed to remain in its present form, section 21 would change all existing 
law and regulation providing customs supervision, This is vitally necessary 
in order to properly safeguard the revenue and to prevent smuggling. 

We respectfully request that vour committee consider our recommendation that 
the proposed new section 646 of the Tariff Act of 1930 be eliminated from 
H. R. 1535. 

Respectfully submitted. 

Joun J. Murpny, President. 

Mr. Coorrr. The next witness is Mr. R. E. Joyce. 

Please give your name, address, and the capacity in which you 
appear, for the benefit of the record. 


STATEMENT OF R. E. JOYCE, VICE PRESIDENT, NATIONAL 
DISTILLERS PRODUCTS CORP. 


Mr. Joyce. My name is R. E. Joyce. I am vice president of Na- 
tional Distillers Products Corp. and I appear today on behalf of that 
company and 21 domestic producers of distilled spirits to register our 
opposition to section 24 (d) of H. R. 1535. The names of these com- 
panies will be inserted for the record. 

We are opposed to section 24 (d) because we feel that it would both 
reduce the Federal Revenue and be an injustice to the American 
distiller. 

PURPOSE OF SECTION 24 (D) (E) 


Section 24 (d) of the bill would change the method of computing 
the domestic excise tax and import duty on distilled spirits. Under 
the present law (sec. 2800 (a) (1) IRC), taxes and duties are collected 
upon the proof or the alcoholic content of the product when above 100 
proof. When below 100 proof, the taxes and duties are collected upon 
the wine gallon measurement or, for practical purposes, as if the 
product were 100 proof. These provisions apply to domestically pro- 
duced distilled spirits drawn from internal revenue bonded warehouses 
as well as imported spirits withdrawn from customs bonded ware- 
houses. 

Section 24 (e) of the bill would extend to imported distilled spirits 
the domestic rectifying tax of 30 cents a proof gallon which for some 
unknown reason hag never applied to the imported product. 

The domestic producers have so regulated their method of manu- 
facture that with few exceptions, their products are withdrawn at or 
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above 100 proof and tax paid upon the alcoholic content. Many 
foreign manufacturers, however, while they have the same privilege, 
have for more than 40 years elected to bottle their products abroad at 
less than 100 proof—generally at 86 proof—and pay tax upon the wine 
gallon measurement. The conditions about which they complain 
are of their own election and not a diseriminatory provision of our law. 


HAS THERE BREEN DISCRIMINATION AGAINST IMPORTED DISTILLED 
SPIRITS? 


Section 24 (d) is advocated on the ground of removing a discrimina- 
tion against imported distilled spirits, and is found in ‘the bill under 
the section headed, “‘Repeal of discrimination against imports in 
certain internal revenue taxes.’”’ The present law creates no dis- 
crimination against the imported article. The method and manner 
of determining both the domestic excise tax and import duty on dis- 
tilled spirits, is found in the same sentence of the law which applies 
these conditions equally to both domestic and imported spirits. Dis- 
crimination against imports is a popular subject, and we feel that it 
will be helpful to the committee to look at the treatment accorded the 
imported distilled spirits over the past vears to determine whether or 
not there has been discrimination against the imported product. 

In 1933, immediately following the repeal of national prohibition, 
the duty on distilled spirits was $5 a gallon. This duty was reduced 
under reciprocal trade agreements to $2.50 a gallon in 1936; to $1.50 a 
gallon in 1948, and to $1.25 a gallon on Canadian whisky in 1951. 
At the time of these duty reductions, the domestic tax was being 
gradually increased from $1.10 to $9 a proof gallon and the pending 
tax bill provides a further increase to $10.50. At the time of repeal 
the duty represented 58 percent of the selling price of a case of average 
domestic whisky. With the reduction of duty in 1936, the duty repre- 
sented oaly 29 percent of the domestic sale price. The reduction of 
duty in 1948 further reduced this percentage to 9% percent and the 
last reduction on Canadian whisky in 1951 brought the percentage 
down to 8 percent. The degree of tariff protection can be measured 
only by the relation of the duty paid on the imported article to the cost 
of the competing domestic article. When the duty becomes only a 
small percent of the domestic cost, the protection vanishes, especially 
as in the case of distilled spirits when production costs of the foreign 
manufacturer are less than those of the American producer. 

These successive tariff reductions, in the face of an increase of 718 
percent in the domestic excise tax, show a reduction in the tariff 
protection from 58 percent of the domestic sale price in 1933 to as low 
as 8 percent in 1951. This can hardly be classed as discrimination 
against the imported product. If anything, the shoe is on the other 
Pe If any discrimination exists, it is against the domestic product. 
If we doubt this we have only to look at Canada and Great Britain— 
the two countries which benefit most by this provision of the bill. 

In neither of these countries can the American producer sell his 
product. in Canada, American whisky is virtually unknown. Not 
only is the import duty excessively high but in that country liquor is 
sold exclusively under the monopoly system; that is, by the various 
Provinces. The Provincial liquor commissioners who exercise com- 
plete control over the brands of whisky which may be sold in their 
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Provinces, refuse to offer for sale any American whisky. In Great 
Britain all imports are subject to licensing and no licenses are issued 
for American distilled spirits except under the token import plan. 
This plan limits imports of any one brand to 10 percent of the average 
gallonage imported during the period 1936-38, and forces, under their 
ceiling price regulations, the sale of that infinitesimal quantity at the 
ceiling price established for domestic Scotch whisky, despite the fact 
that the American product must pay an import duty in addition to the 
local excise taxes. In practice, the token import plan and the ceiling 
price regulation do not permit imports for commercial purposes but 
confine them to token quantities sufficient only to protect trade-mark 
rights. 

Our State Department, which favored the various reductions in 
import duties, has done nothing to remove the existing barriers in the 
foreign countries against the imports of American whiskies. Yet its 
representatives find time to appear before committees of Congress to 
advocate the passage of this legislation to throw further benefits to 
Canada and Great Britain. There can be no doubt that if discrimina- 
tion exists today, it is against the domestic product and not the 
imported product. 


PROPOSAL IS IN EFFECT A TARIFF REDUCTION AND NOT 
A SIMPLIFICATION OF CUSTOMS PROCEDURE 


The proposal stripped of all its faney discrimination masquerade is 
simply an attempt to effect a further reduction in the import duty for 
foreign shippers of cased whisky. They have already obtained the 
practical maximum tariff reduction permitted under the Trade Agree- 
ments Act. Now, under this new and artful attempt to change the 
method of calculating the tax, they seek to circumvent the minimum 
duty prescribed by law and secure a further reduction. They do this 
under the claim that the present law discriminates against the im- 
ported product when, in fact, the present statute clearly states that 
the tax and duty should be computed and collected at the same rate 
and in identically the same manner on both domestic and imported 
spirits. 

Pthe various reductions in the import duties effected through the 
trade agreements, were made with full knowledge of the practice of the 
foreign exporters to import in bottles at below 100 proof, and after 
full consideration of the actual cost of landing a case of foreign spirits 
in this country. It is quite clear to us that if the officials of this 
country had had before them at the time of considering these tariff 
reductions the present proposal for the amendment of the method of 
computing the excise tax, the importers would not have been granted 
both the reductions in the rate of duty and a further reduction through 
a change in the method of computing the tax and duty. The savings 
on a gallon of bottled Canadian whisky under this proposal would be 
within a few cents of the present import duty. 


CONDITIONS COMPLAINED OF ARE CREATED BY FOREIGN EXPORTERS, 
NOT BY THE PROVISIONS OF THE PRESENT LAW 


Proponents of the amendment would make it appear that the calcu- 
lation of taxes on imported spirits of less than 100 proof on the wine- 
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gallon basis is inequitable, but the present statute is the same as to 
both domestic and imported spirits. The American manufacturer 
has for many years followed a method of manufacture which permits 
the tax payments of his product at or above 100 proof. The same 
privilege has been open for many years, and is open today, to the 
foreign producers who are free to import their spirits in bulk at proofs 
of 100 degrees or more and bottle their products in this country, after 
tax payment, at reduced proof. This they refuse to do, however, 
electing to bottle their products abroad with the use of foreign labor 
and foreign-made bottling supplies and to export their products in 
bottles to this country at the reduced proof. The foreign producers 
have conveniently at hand the remedy for the alleged mequity but 
they refuse to avail themselves of it. They seek a change in our law 
to conform to their method of doing business rather than change their 
methods to comply with our laws. The matter about which they 
complain is of their own making and has nothing to do with the 
simplification of customs procedure. Their statement that the bot- 
tling of spirits in the country of origin would yield a product more in 
keeping with the reputation of the item than through bottling in this 
country is an insult to the ability and integrity of the American bot- 
tlers. Their inconsistency in this matter is demonstrated by the fact 
that they ship their products in bulk for bottling in other countries, 
such as Australia, where the duty on spirits in glass is excessively high. 
Of primary importance, however, is the fact that the proposal would 
reduce the Federal revenue. 

Based upon the present internal revenue tax of $9 a proof gallon, 
the adoption of section 24 (d) would deprive the United States of 
$3.52 in revenue on each and every case of 86 proof Scotch whisky, 
and $3.44 on every case of 86 proof Canadian whisky. If section 24 
(e) of the bill is adopted, it would extend the 30-cent rectifying tax to 
imported spirits and reduce these figures by 62 cents per case. The 
greatest blow, however, would be dealt to the domestic cordial manu- 
facturers. Cordials are manufactured at a proof much lower than 
whiskies, some being imported as low as 48 proof. Assuming, how- 
ever, an average proof of 60 degrees, the loss in revenue under section 
24 (d) would amount to $10.08 on a case of cordials. This reduction 
in the price of the imported article would drive the domestic cordial 
manufacturer from the market. 

The net annual loss of revenue to the Federal Government under the 
present tax rate should both sections 24 (d) and (e) be adopted would, 
based upon the quantities of case spirits imported in the calendar year 
1950, exceed $18,000,000. This loss will, of course, be much greater 
under the increase of the internal revenue tax recently recommended 
by your committee. 

We believe these provisions of the bill should be recognized for what 
they are—a clever device to secure a further reduction of import 
duties. They are primarily a revenue measure and should not, in 
our opinion, be incorporated in a bill whose essential purpose is to 
simplify procedures in the customs service. 

It seems a strange inconsistency that only a few months ago the 
Treasury Department appeared before this committee recommending 
a substantial increase in the internal revenue tax on distilled spirits, 
yet they appear before your committee now asking the passage of a 
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measure which would materially reduce the Federal revenue in favor 
of the foreign producer. 

Another argument advanced by proponents of the bill is that sec- 
tion 24 (d) is not essential in order to comply with foreign trade com- 
mitments. 

The General Agreement on Tariffs and Trade as well as the Habana 
Charter provide in substance that none of the laws of the participating 
countries covering internal taxes should discriminate against imported 
products. While this country is a signatory to both of these agree- 
ments, neither has been ratified by Congress. Only recently, in 
passing the Trade Agreement Extension Act of 1951, this Congress 
took special action to include a statement that its passage should in 
no way indicate approval of the General Agreement on Tariffs and 
Trade. Nevertheless, administration officials have advanced the 
argument that the suggested change in law is necessary to remove a 
discrimination against imported distilled spirits in order to permit this 
country to subscribe to the principles of the General Agreement on 
Tariffs and Trade as well as the Habana Charter. We have no 
quarrel with either of those documents— 

Mr. Jenkins. If I understand that paragraph, you bring out the 
point, do you not, that you are compelled to vield something in order 
that they might be able to comply with the Habana Charter? 

Mr. Joyce. The State Department, as I mention later on, in appear- 
ing before the Foreign Affairs Committee, I think, of the House and 
testifying on House Joint Resolution 236 which would provide for the 
money and approval to go through with these agreements, advocated 
this very change upon the basis that it was essential for them to pro- 
ceed under those agreements. 

Mr. Coorrr. Proceed. 

Mr. Joyce. As I say, we have no quarrel with either of those docu- 
ments, but we wish to emphasize, as previously pointed out, the pres- 
ent law creates no such discrimination, as both the rate of tax and 
method of computation apply equally to imported and domestic prod- 
ucts. No change in our present law on distilled spirits, therefore, is 
necessary to permit this country to subscribe to the principles of either 
the General Agreements on Tariffs or Trade or the Habana Charter. 
This was forcibly expressed by Hon. Willard Thorp, Assistant Secre- 
tary of State, in commenting on House Joint Resolution 236, who, 

while favoring the provisions embodied in section 24 (d) in order that 
we might subscribe to the Habana Charter, was frank enough to state 
that “from a strictly legal point of view, the provisions of section 
2800 (A) (1) do not violate the national treatment provisions of article 
18.” We should not be confused, therefore, by the argument that 
these changes in the law are necessary to comply with foreign trade 
commitinents. 
CONCLUSION 


We oppose the provisions of section 24 (d) because we feel they are 
unfair to the domestic manufacturer and would result in a reduction 
in Federal revenue which the country can ill afford at this time. We 
respectfully ask that this provision not be reported favorably by this 
committee. 

Mr. Cooper. Does that complete your statement, Mr. Joyce? 

Mr. Joycr. Yes, sir. 
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Mr. Cooper. Are there any questions? 

Mr. Reep. Mr. Joyce, you have made a very fine statement here. 
I am glad you put in that paragraph on page 8 in regard to GATT. 
I am glad you emphasized the fact that we are not bound by that 
agreement, because Congress practically repudiated it by the bill it 
passed. 

Mr. Joyce. Yes, sir. 

Mr. Reep. And this is simply an attempt in a surreptitious man- 
ner to evade the intention of Congress as expressed in the act of Con- 
gress. 
~ Mr. Dincety. Mr. Joyce, your remarks here, I take it, reflect very 
largely the attitude and views of the domestic liquor industry. 

Mr. Joyce. That is correct, sir. 

Mr. DinGetu. I presume you are their spokesman here at these 
hearings at this time. 

Mr. Joyce. I think so. You can see by the list— 

Mr. DincGe.t. Barring, perhaps, some individual defection. 

Mr. Joyce. There are a few domestic companies with considerable 
foreign interests which have not taken any public position on this 
particular matter. 

Mr. Dince.u. But they are not here to advocate the proposal as 
contained in section 24? 

Mr. Joyce. No, sir; they are not here to advocate it. 

Mr. Dincetui. You consider, as | do, presumably, that section to 
be very highly controversial; do you not? 

Mr. Joyce. I think it would be very highly controversial; yes, sir. 

Mr. Dinceti. And would it not be your view that on such ex- 
treme provisions as this, which is not simplification at all but a tariff 
concession by a devious method, we ought at least to have hearings 
strictly applicable to the results of any such move? Is that your 
view? 

Mr. Joyce. I feel very strongly on that point. I think it is essen- 
tially a revenue measure, and it should be set down for consideration 
as such. 

Mr. Dince.u. | understood you to say in your discourse here to- 
day that this existing tax is in accord with what the proponents of 
that section bargained for in the past and which they now want 
changed in order to gain a tariff concession. Is that correct? 

Mr. Joyce. I do not know whether they bargained for this partic- 
ular method of calculating the tax, but the point | was trying to 
make was that in the various tariff reductions consideration must 
have been given to what the landed cost of a case of foreign product 
was in this country, and when tariff reductions were made they were 
made with full knowledge of the practice that existed at the present 
time. 

Mr. Dingeit. Would you say they have brought it here, then, 
simply because conditions have changed? 

Mr. Joyce. Well, they have been fairly successful over the past 
vears in securing reductions in the duty rate under trade agreements. 
There is no further room for them to secure further reductions in the 
rate, and now they appear here for what in effect is a further reduction 
by changing the method of calculation. 

Mr. Dinegett. I do not know whether or not you were in the room 
at the time I asked the preceding witness (Mr. Lourie) with regard 
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to the exhaustion of present tariff concession provisions of the pres- 
ent trade agreements. I understood they had practically all been 
wiped out to within about 4 cents, and now, if we were to make any 
further concessions, it will dip even below that, so that it will be 
further in their favor. Is that right? 

Mr. Joyce. That seems clear; yes, sir. 

Mr. Dincevu. After your remarks on page 5, just above the last 
paragraph where you discuss the conditions complained of and so 
forth, after the words “import duty,” I wish you would put in a specific 
example as to how this proposal might affect the matter and wherein 
it will be making a further tariff concession to the importers and to 
imported spirits. Will you do that? 

Mr. Joyce. I will be very happy to do that. 

Mr. Dincety. Thank you very much, because I want to be borne 
out in declaring that move an error. 

Mr. Jenkins. Mr. Joyce, would you like to have page 10 made a 
part of your statement? 

Mr. Joycr. Yes. 

Mr. Coorrer. Without objection, it is so ordered. 

(The matter above referred to is as follows:) 

NATIONAL DistTiILLERS Propucts Corp., 
New York, N. Y., August 15, 1951. 
Hon. R. L. Dovenron, 
Chairman, The Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

My Dear Mr. Dovcuron: In compliance with the request of Congressman 
Dingell, at the conclusion of my remarks this morning on H. R. 1535, for an 
example of the effect of section 24 (d) and (e) of the bill on the tax and duty 
collected on a gallon of imported spirits, I submit the following for inclusion in the 
record at the end of the second paragraph appearing on page 5 of my statement, 
ending with the words “‘present import duty”: 

At the present time a gallon of bottled Canadian whisky imported into our 
country at 86.8 proof returns to the Federal Government $9 in excise tax and 
$1.25 in tariff duty, or a total of $10.25. Under section 24 (d) of the bill this 
amount would be reduced by $1.35 or by 10 cents more than the present duty. 
Should section 24 (e) also be adopted, this loss to the Government would be 
reduced by 26 cents, leaving a net saving to the foreign shipper of $1.09. The 
net effect of the proposed measure would be to reduce the present tariff protection 
to 16 cents a gallon. 

Respectfully, 
R. E. Joyce, Vice President. 


ComPANIES REPRESENTED BY R. E. Joyce In Opposition TO Section 24 (p) 
or H. R. 1535 


Anderson County Distilling Co. Heaven Hill Distilleries, Ine. 
Bellows & Co., Ine. Hoffman Distilling Co., Ine. 
Berke Bros. Distilleries, Inc. Kentucky River Distillery 
Brown-Forman Distillers Corp. Kinsey Distilling Corp. 
Continental Distilling Corp. Medley Distilling Co. 

John De Kuyper & Son, Inc. Merchants Distilling Corp. 
Double Springs Distilleries, Inc. National Distillers Products Corp. 
General Distillers Corp. of Kentucky Old Joe Distillery Co. 

Glenmore Distilleries Co. Stitzel-Weller Distillery Co. 

F. V. Goldsborough Distilling Corp. United Distillers of America, Ine. 
W. A. Haller Corp. Waterfill & Frazier Distilling Co. 


Mr. Cooper. We thank you for your appearance and the informa- 
tion you have given the committee. 
The committee will stand in recess until 2:30 o’clock p. m. 
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AFTERNOON SESSION 


The committee resumed at 2:30 p. m., Hon. Robert L. Doughton 
(chairman) presiding. 

The Cuarrman. The committee will please be in order. The next 
witness on our calendar is Dr. Frank M. Shipman. Dr. Shipman, 
please give your name and address and the capacity in which you 
appear for the record. 


FRANK M. SHIPMAN, VICE PRESIDENT, BROWN-FORMAN 
DISTILLERS CORP. 


Dr. Suipman. My name is Dr. Frank M. Shipman. I am vice 
president, technical director, and a member of the board of directors 
of Brown-Forman Distillers Corp. I appear in behalf of that com- 
pany to register our opposition to section 24 (d) of H. R. 1535. We are 
opposed to section 24 (d) because we consider it (a) a reduction in tax 
for imported distilled spirits and not a repeal of discrimination against 
imports in certain internal revenue taxes. (6) It can eventually lead 
to a general laxity in the warehousing and handling of domestic 
spirits, which could result in lower quality merchandise reaching the 
consumer. 


IMMEDIATE EFFECT OF SECTION 24 (D) IF PASSED TO BECOME A LAW 


The first immediate effect which would result from the administra- 
tion of section 24 (d) is to cause a reduction in excise tax as applied 
to the majority of imported distilled spirits. This reduction in tax 
will amount to $3.52 per case of imported Scotch whisky and $3.44 
per case of imported Canadian whisky. It will cause a comparable 
reduction in excise taxes on imported rums, cordials, and brandies. 
These are not singled out because sufficient data was not available to 
calculate each one separately. However, the two principal items that 
will benefit by the proposed change of section 24 (d) isimported Scotch 
whisky and imported Canadian whisky. Calculated upon the importa- 
tion of these two types of whisky during the fiscal year 1950, there 
would be a reduction in tax from imported Scotch of almost $14 
million and a reduction in tax from Canadian whiskies of over $4 
million, or a total reduction on these two items alone of over $18 
million per year in revenue. As stated, I have not been able to caleu- 
late the loss in revenue on imported cordials, rums, and brandies; 
but, needless to say, this will be a sizable figure, which would make the 
total run well over $20 million. 

Less than 1 month ago our industry appeared in opposition to a 
proposed increase in Federal excise taxes. It does not seem possible 
that representatives of the Bureau of Internal Revenue could appear 
at that hearing advocating an increase in tax, and then less than 30 
days later appear in advocation of a reduction in excise taxes, when 
that reduction in tax would be applied only to imported spirits and 
at the detriment of the entire domestic distilled-spirits industry. If 
it is necessary to raise our domestic taxes not only on distilled spirits 
but on industry in general, then it certainly becomes necessary that 
we retain all fair and just taxes that are collected under the laws a 
they presently stand. 
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IS PRESENT LAW DISCRIMINATORY? 


The present law, section 2800 (a) 1, Internal Revenue Code, covers 
the assessment of taxes on both domestic and imported spirits. Under 
it, all spirits must be treated alike, and the excise taxes on imports 
must be the same as that that is applied to domestic spirits. Under 
this law, there can be no discrimination. Under our present laws, 
spirits of foreign production can be imported into the United States 
in bulk and subsequently tax-paid, reduced in proof, and bottled in this 
country. That is the privilege of all importers. The management of 
the exporting companies in foreign countries have elected not to avail 
themselves of this opportunity. They have elected to bottle their 
spirits in their own countries, using cheaper labor and cheaper source 
of bottling supplies. They have maintained this custom for many 
years, and no doubt much consideration has been given to the differ- 
ential between costs in the foreign countries and costs for doing the 
same bottling in the United States. We believe that the law as it 
presently stands has probably been a very fortunate one, for, without 
it, and judging only on the past continued reduction in import duties, 
we are forced to come to the conclusion that the reduction in excise 
taxes as is suggested by section 24 (d) of H. R. 1535 would have been 
put into effect at an earlier date and we would not have had the 
opportunity of appearing in opposition to the suggested change in 
our law. 


WHAT WOULD HAPPEN TO THE TAX SAVINGS IF SECTION 24 (D) OF H. R. 
1585 BECAME A LAW? 


The question of this becomes one of immediate importance. Who 
will get the savings that accrue from this reduction of excise tax on 
imports? Would it be passed on to the consumer? The past history 
of what has happened to savings that were made on the reduction of 
import duties would lead us to believe otherwise. These past reduc- 
tions of from $5 to $2.50 per gallon in 1936, and from $2.50 to $1.50 
in 1948, and to $1.25 for Canadian whisky in 1951 shows otherwise. 
In some cases there has been no reduction in consumer price, and in 
others only a small percentage of the savings was passed on to the 
consumer. These monetary savings have been used in two ways: 
(1) to increase the profits of the exporting and importing companies, 
and (2) they have been spent in further promotion of the product 
itself. The past history of these reductions in import duty leads us 
to believe that the savings will again be kept as profit or part used in 
additional promotion. 


IS THE CHANGE AS REPRESENTED IN SECTION 24 (D) OF H. R. 1535 NECES- 
SARY TO AID IN THE SALE OF IMPORTED SPIRITS? 


As domestic producers, we are not favorably inclined to any move 
that increases competition and certainly not when that competition 
enjoys the advantage of lower material and labor costs, but let us 
look at the most recent figures on the sale of these imported products 
involved in comparison to the sale of all competing domestic products. 
In the fiscal year 1950 the sale of all whiskies increased 9.6 percent 
over comparable 1949. However, the sale of Scotch whiskies in- 
creased 25.2 percent, and Canadian whiskies increased 18.4 percent. 
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From this it can be seen that no effective discrimination could possibly 
have existed. If additional aid is given to imports of approximately 
$3 per case, there can be no doubt that additional increases of im- 
ported spirits will result and domestic producers of spirits will suffer 
accordingly. If such is the case, the total figures of loss in revenue 
resulting from the passage of section 24 (d) must also include a reduc- 
tion in corporation taxes caused by this loss in potentially profitable 
business. This is a figure that cannot be estimated. However, it 
must be a sizable one because it will be taken from the top-volume, 
top-profit part of our domestic industry. 


WILL THE CHANGE IN LAW AS STATED IN SECTION 24 (D) OF H. R. 1535 
AFFECT THE QUALITY OF OUR DOMESTIC SPIRITS AND CAN IT AFFECT 
THE EXCISE TAXES ON OUR DOMESTIC SPIRITS? 


The history of excise taxes as they have been applied to distilled 
spirits shows many methods have been used. These range from a tax 
applied to the amount of grain used, through a tax on the distillers’ 
beer that was produced, to our present system of taxation on proof or 
wine gallons, whichever is the greater. No doubt the method which 
is in use today was established for two reasons: 

(1) To protect the revenue. This protection is afforded in two ways: 

(a) It requires that the warehouseman properly store and handle 
the whisky that is in storage in such a manner that there is a minimum 
loss both in total outage and in proof outage. The effect of the 
passage of section 24 (d) could result in a general laxity on the part 
of the warehouseman in handling our domestic inventories. This 
could result in whisky being taxpaid at a proof under 100. Such 
whiskies, being incorrectly aged, are not of the quality which is 
desired in a domestic product. Therefore, the consumers would be 
getting an inferior product. 

(2) To protect the revenue from theft. By imposing a tax based 
on proof or wine gallons, whichever is the largest, it becomes apparent 
that the practice which existed at one time of taking whisky from a 
barrel and adding water could not be profitable. This factor alone 
requires that the distiller or warehouseman maintain adequate 
supervision of his warehouses at all times, so we believe that the 
passage of section 24 (d) could result in a decrease in general super- 
vision of the warehouses and result in a further decrease in the total 
excise taxes that could be collected from domestic spirits, 


DOES THE DOMESTIC PRODUCER, WHEN EXPORTING, GET ANY COM 
PARABLE CONSIDERATION IN FOREIGN MARKETS? 


We, like all American industries, must depend upon our State 
Department to protect us in foreign markets. We must depend 
upon it through reciprocal trade agreements to aid in opening up 
foreign markets. It is our undertanding that the suggestion for 
section 24 (d) originated in our State Department. We do not feel 
that we have received fair and equitable treatment in any of our 
reciprocal trade agreements; as examples, if the suggested law be- 
comes a fact, Scotch whisky on entering the United States would 
pay $3.60 per case of fifths duty plus a reduced excise tax, and our 
American whiskies going into England pay a duty for comparable 
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spirits of $44.41 plus whatever excise tax would be applied. Even 
at this figure the importation of American whiskies into this market 
is limited to the small base of 10 percent of what was imported into 
that country in the years 1936, 1937, and 1938. Canadian whiskies 
will pay a duty of $3 per case and a reduced excise tax. Comparable 
American whiskies going into Canada would pay $21.49 duty plus 
whatever excise tax would be applied. In the case of Canada, be- 
cause the sale of distilled spirits is a Provincial function, American 
whiskies cannot be distributed. In countries such as Australia, New 
Zealand, American whiskies cannot enter, as no dollars are allowed 
for the importation of our products. Our reciprocal trade agree- 
ments with other countries run more or less on a parallel. The 
reciprocal trade agreements made by England and Canada with 
countries other than the United States are much more favorable to 
the Canadian and Scotch whiskies than our trade agreements are for 
American whiskies. 


SECTION 24 (E) OF H: R. 1535 


Section 24 (e) of H. R. 1535 is one which probably should have been 
in force for many vears. It is interesting to note that this section 
applies only to the tax that is to be imposed, but does not state that 
such imported products shall meet the other requirements that are 
imposed upon our domestic producers. This section applies primarily 
to spirit blends. Our domestic requirements are that we place on the 
label the percentage of whiskies and percentage of spirits. In addi- 
tion, we must also state the age of the whiskies. We doubt seriously 
that any importing company would be in favor of section 24 (e) if 
this section was worded in such a manner as to require these imported 
blends to meet the domestic labeling standards. We have stated 
earlier that section 24 (e) probably should have been in force in the 
past, because we find that in some of our reciprocal trade agreements 
that there has been a differential allowed between the import duty on 
straight whiskies and spirit blends. The trade agreement with 
Mexico which expired December 31, 1950, allowed a much higher 
import duty on spirit blends than was required to be paid on straight 
whiskies. In fact, this duty was so high that no domestic American 
producer could afford to ship spirit blends into Mexico. The same 
situation applies to some of the other countries as well. 


SUMMARY 


In summarizing our position in regard to section 24 (d), we are op- 
posed to it on the following grounds: 

(1) It effects a considerable decrease in revenue from the taxes on 
imported spirits. 

(2) Our present law in no way is discriminatory to imports, as all 
imports must pay their taxes in a manner similar to that applied to 
domestic spirits. 

(3) If such a reduction would be allowed, it would not be passed on 
to the ultimate consumer. 

(4) The percentage increase of imported whiskies over that of 
domestic whiskies in the fiscal year 1950 shows that such a reduction 
would greatly affect the domestic industry. 
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(5) Section 24 (d) would cause a laxity in the handling of domestic 
whiskies which would eventually result in the decrease of revenue. 

(6) The American distilling industry has been greatly discrimi- 
nated against in all of our international reciprocal trade agreements. 
Therefore, we feel imported spirits into this country should most 
certainly meet the same system of taxation as our domestic industry. 
This change in law has been instigated by the State Department on 
the part of foreign interests and it has not been sponsored by any of 
the domestic producers. 

We are in favor of section 24 (e), but reworded in such a manner as 
to require blends to meet the same regulations which are applied to 
our domestic products. This section applied to those spirits imported 
into the United States only the same set of requirements which have 
been placed upon our products when entering foreign markets. 

In closing | would like to sav that, as an American industry in- 
terested in our Government and in our allied American industries 
and in full employment of the American workman, we earnestly 
request that this committee give full and careful consideration to the 
effects that the passage of section 24 (d) of H. R. 1535 will have on all 
three of these gropus. 

The Cuainrman. Have vou concluded vour statement? 

Dr. Surrman. Yes. 

The CHarrmman. You have raised six objections and have also 
urged the changing of the wording of certain other provisions of the 
bill. Outside of that, you would have no objection to the bill? 

Dr. Suipman. Outside of the six objections that I raise? 

The CuatrmMan. Yes. If they were all eliminated and the language 
changed as you have suggested, then vou would go along with the bill 
that is, vou would not be here in opposition to it; is that right? 

Dr. Surpman. Of course, that would take out 24 (d) entirely. 

The CHatrman. What would we have left, then? I am just 
asking for information. 

Dr. Sutpman. The only thing we would have would be the (e) part, 
which would apply a rectification tax, to rectify the products coming 
into the American market. 

The CuarrmMan. You menttoned the revenue aspect of the matter 
first. [ was wondering if that was really first in your mind? 

Dr. Sairpman. The revenue question is, | think, foremost in my 
mind. Frankly, even if imports were not being considered in this, 
if it were a question of changing the method of taxation only on our 
domestie spirits, | would be in here opposing a similar change. 

The CHairnman. As 1 understand, vou fear that the effect of this 
bill would be injurious to those who manufacture domestic whisky; 
that is right, is it not? 

Dr. Suipman. That is right. 

The CHairman. You mentioned six objections and the revenue 
matter was the first of those six. | was just wondering if that was the 
chief objection in your mind or whether it was a rather minor objection. 

Dr. Suipman. The revenue question would be foremost, because 
we have to pay the bill some way, some time. In other words, our 
industry has to come up with a certain amount of revenue. 

The CuatrmMan. Of course, our committee has to be jealous of the 
revenues. 
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Dr. SuipmMan. It is our feeling that section 24 is actually a tex 
measure and in reality has no part in a simplification act. 

The Cuatrman. I am not very familiar with the whisky industry 
in thiscountry. You said something about an increase in consumption 
of 8 or 9 percent in 1950 over 1949. Do you attribute that to the 
reduction m the manufacture and sale of contraband or illicit liquor, 
or is it just because people are consuming more liquor? 

Dr. Sureman. That increase in 1950 was caused by scare buying 
after the Korean War developed. 

The Cuarrman. In your opinion, is the consumption of whisky on 
the increase or decrease among the American people? 

Dr. Suipman. I believe it is at a standstill. The actual rate of 
consumption is about at a standstill over the country today. If any- 
thing, the actual rate of consumption in recent months has shown a 
decline instead of an increase. In fact, it is not even holding its own 
at the present time. 

The CuarrMan. In your opinion, is there an increase or a decrease 
in the production and sale of illicit liquor? I am just asking for 
information. 

Dr. Suipman. In certain localities, ves. 

The Cuarrman. I know, but | am talking about the country as a 
whole. 

Dr. Surpman. Illicit liquor has certainly increased. And whenever 
we increase the consumption of illicit liquor we naturally decrease 
the consumption of the legal product. 

The CuarrmMan. Do you think there has been a greater increase in 
the production and sale and consumption of illicit liquor than of 
legalized liquor? We had testimony during hearings on our tax bill, 
from the Treasury Department, to the effect that the production of 
illicit liquor, un-tax-paid liquor, was on the decrease, outside of a 
few localities—two or three States. 

Dr. Surpman. Last year they say it was on the decrease. However, 
T believe there have been some recent figures in print which said that 
there were something like 50,000 stills that were seized last year with 
an annual capacity that would produce a revenue of approximately 
$2.5 billion if they ran 300 days out of the year. 

The CHarrMan. But they do not do that? 

Dr. Suipman. They do not get to run that long, on the average. 

The CHatrmMan. Most of them are short-lived? 

Dr. Suipman. 50 or 60 days, I think, is supposed to be about the 
average life of the illicit still. 

Mr. Reep. I am very much interested in your statement. I be- 
lieve you said that you were unable to sell American whisky in 
Canada; is that right? * 

Dr. SuiepmMan. That is right. 

Mr. Reep. They have worked out a certain technique there to 
keep out American products; is that right? 

Dr. Suipman. That is right. They just do not buy them. 
Whiskies in Canada are bought by the provincial governments 
and distributed by them and they just do not buy our American 
product. 

Mr. Reev. What about their shipping their product here? 

Dr. Suipman. We bring in a quite sizable quantity each vear to the 
States from Canada. I think last year it was around roughly 5 million 
gallons, I believe. 
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Mr. Reep. What about England? 

Dr. Surpman. We can get no whisky into England for sale. On the 
other hand, last year | think we brought in over 9 million gallons of 
Scotch to the American market. 

Mr. Reep. What about France? 

Dr. SurpMan. Of course, they bring their brandies into this country 
and we can send very little into France except through the Embassies 
or through the military. 

Mr. Reep. You consider that the proposals here are so drawn as 
to cut down the tariff on liquors; is that right? 

Dr. SurpMan. Yes. 

Mr. Reep. Which means a loss of revenue; did you mention a 
figure? 

Dr. Suipman. The loss would be certainly as much as $18 million a 
year. 

Mr. Reep. You say in your statement: 

Calculated upon the importation of these two types of whisky during the fiscal 
year 1950, there would be a reduction in tax from imported Scotch of almost $14 
million and a reduction in tax from Canadian whiskies of over $4 million, or a 
total reduction on these two items alone of over $18 miilion per year in revenue, 

Dr. SuipMan. Yes. 

Mr. Reep. Of course, these imports displace certain labor in this 
country; do they not? 

Dr. SurpMan. Certainly. 

Mr. Reep. And labor abroad is very cheap? 

Dr. Suipman. That is right. 

Mr. Reep. So that the lower tariff just makes the domestic situation 
more difficult and it costs our Government a lot of revenue? 

Dr. Suipman. That is right. And our over-all method of manu- 
facture is much more expensive than theirs from start to finish. 

Mr. Reep. Do we import much beer from abroad? 

Dr. Suipman. I do not believe there is much imported beer. It is 
certainly very, very small in percentage compared to our domestic 
production. Iam not familiar with the figures on beer. 

Mr. Reep. Thank you very much. 

The CHarrmMan. We thank vou, Mr. Shipman, for your appearance 
and the information given the committee. 

The next witness is Hon. Antonio Ferndés-Isern, the Resident Com- 
missioner of Puerto Rico. 


STATEMENT OF HON. ANTONIO FERNOS-ISERN, RESIDENT 
COMMISSIONER, PUERTO RICO 


The CuarrmMan. Dr. Ferndés-lsern, for the record, please give your 
name and the capacity in which you appear. 

Mr. Fernés-Isern. Mr. Chairman, my name is Dr. Antonio 
Fernés-Isern and | am Resident Commissioner of the Territory of 
Puerto Rico. 

I appear to call attention to the effect which section 24 of H. R. 
1535 will have on Puerto Rico’s economy. Whether section 24 may 
properly be classified as customs simplification or not, I shall not 
discuss. I wish to say, however, that it certainly means a reduction 
in the tariff protection now afforded in the market of the United 
States to Puerto Rican rum products with which Cuban rum products 
compete. 
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Puerto Rico, as an American territory, included within the United 
States tariff system, naturally expects protection for its products in 
the United States market, as mainland products are safely protected 
in Puerto Rico’s local market under the common tariff. Because of 
nature’s conditions, we do not have many products to offer in the 
mainland market. Basically, we have only four or five: Sugar, 
tobacco, needlework, rum, and some tropical fruits. Unless these 
few products are properly protected in the United States mainland 
market, the protection given by the tariff to the $350 million in main- 
land products sold annually in Puerto Rico would not be properly 
compensated. In other words, we would not be receiving the equal 
protection of the tariff laws. 

The less protection Puerto Rican products get in the mainland, 
the less able shall we be to maintain our marketing position in it, 
especially with competition from Cuba, whose products are practi- 
cally identical with ours. Consequently, our ability to buy in the 
mainland will be proportionately diminished and our standard of 
living will fall. It is in the nature of things that Cuba produces 
almost the same things we produce. Concessions given by the 
United States to Cuba, which possibly may be compensated by Cuban 
concessions to the mainland, hurt Puerto Rico which receives no 
compensation in either direction. We cannot sell in Cuba because 
there is no possible market for us there owing to the similarity of 
products. We naturally could find no market in Cuba for our sugar, 
our tobacco, our rum products, our coffee, or our tropical fruits. 

The United States tariff applicable against Cuban products has 
been reduced from 1930 to 1950 as follows: ! 

Sugar: From $2 per 100 pounds to 50 cents per 100 pounds. If 
the payments to farmers under the Sugar Act are considered as 
equivalent to tariff protection, it would still be $1.30 per 100 pounds. 

Pineapple: From 40 cents per crate to 20 cents per crate. 

Canned pineapple: From 1.6 cents per pound to 0.55 cent per 
pound. 

Coconuts: On free list, if from Cuba. 

Unstemmed tobacco: From $1.82 per pound to 91 cents per pound. 

Rum: From $5 per proof gallon to $1.75 per proof gallon. 

In this connection, may I point out that Puerto Rico is limited by 
law in its production of sugar for United States consumption to con- 
siderably less than its producing capacity and its actual production, 
while Cuba gets the benefit of all increased consumption in the market 
of the United States. In addition, we are limited in the amount of 
sugar we may refine. Still, we must buy in the United States market 
at domestic prices. Fifty percent of our food is purchased in the 
mainland. This ineludes rice, lard, corn, evaporated milk, beans, 
among other things. The tariff on rice was 2‘; cents per pound in 
1930—it continues to be 2% cents today; the tariff on lard was 3 
cents per pound in 1930—it is still 3 cents; the tariff on corn maize 
was 25 cents per bushel in 1930—it is 25 cents now; the tariff on corn 
meal was 50 cents per 100 pounds in 1930-—today it is 50 cents; the 
tariff on red kidney beans was 3 cents per pound—it is down to 2 
cents now. On dried beans it was 3 cents in 1930—it is 3 cents now; 


1 Source: United States Import Duties (1950), U. S. Tariff Commission. 
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the tariff on salted fish was 14 cents per pound in 1930—it is 1 cent 
now." 

It is thus seen that while, mostly through concessions to Cuba, the 
tariff protection on Puerto Rican products has been considerably 
reduced, almost no reductions have taken place in the foodstuffs that 
Puerto Rico consumes. Naturally, we are precluded from entering 
into trade agreements of our own as separate from the United States; 
we are members of the United States tariff system-— Puerto Rico is 
United States territory. Thus, we are not in the position Cuba has 
found itself to be in entering, as in the last few days, into a trade 
agreement with Great Britain according to the report in the New 
York Times, August 11, 1951-—-I quote from page 18 of that edition: 

Lonpon, August 10.—As a consequence of an annual Cuban trade agreement 
announced today, American manufacturers soon may be meeting stiffer compe- 
tition from British goods in the Cuban market. 

Tariff rates for about 80 British products were reduced by the agreement to the 
preferential rates levied on United States goods. The effect of the agreement. 
said Sir Hartley Shaweross, president of the Board of Trade, is to give to Britain 
“the opportunity of competing on equal terms so far as import duties proper are 
coficerned, with the United States for 885,000,000 of trade.”’ 


This was happening while this Congress was considering a new 
Sugar Act, under which Cuba is given the exclusive right to sell in the 
United States 96 percent of all imported sugar with a guaranty of a 
minimum amount to be sold even at the expense of further reducing 
the quota for domestic producers. Cuba’s 1951 crop is estimated at 
$700 million. Most of it will be sold to the United States. 

I believe that, under the circumstances, the provisions of section 24 
of H. R. 1535 should be looked into separately from the rest of the bill. 

Section 24 actually means nothing more or less than a further redue- 
tion in the protection granted to domestic liquors, including Puerto 
Rican rum, as against foreign competition. In the case of Puerto 
Rico, the competition would be almost entire lv with Cuban rum. Rum 
from the Virgin Islands, also United States territory, would be similarly 
affected. 

fam not an expert either on rum or tariff or internal revenue, but 
I understand that the modification in the manner of collecting the 
tariff and the internal revenue on Cuban rum will make for a difference 
of no less than 30 cents per fifth. 

Ll understand that the difference between the price of Cuban and 
Puerto Rican rum runs anywhere from zero cents per bottle to 75 
cents per bottle. Obviously, a reduction of 30 cents would place 
Cuban rum so much closer in price to Puerto Rican rum that it would 
clearly menace our market. 

[ understand also that, under the internal-revenue laws, foreign pro- 
ducers have a choice as to whether to pay on a proof-gallon basis or a 
wine-gallon basis, and that it is only because of the manner in which 
they conduct their trade that they are subject to the tax on a wine- 
gallon basis. 

The proposed amendment would merely make it more profitable for 
them to conduct their trade in the way they have chosen, since the Af 
will be relieved of the higher tax that their present tre ade practices 
bring upon them. In other words, instead of their doing business in 
a manner to conform with our tax laws, we are ch: anging our tax laws 


2 Source: United States Import Duties (1950), U. 8. Tariff Commission, 
S7T474 l - 6 
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to conform with their manner of doing business. The result will be 
loss of revenues to the Treasury and loss of business to the domestic 
producers. 

| should further like to call your attention to the fact that the 
Federal wage-and-hour law applies in Puerto Rico. Although that 
law allows for certain flexibility in Puerto Rico, the general trend in 
its application is to raise wages in Puerto Rico tow ard the mainland 
level. ‘This is a most desirable end to seek, since the cost of living in 
Puerto Rico is no lower, and, in fact, at comparable levels, is higher 
than in the mainland. Puerto Rico’s people naturally aspire to an 
equal way of life as their fellow citizens in the mainland. As it is, 
wages in Puerto Rico are generally higher than in Cuba, and so is the 
cost of living. 

Again, under Puerto Rican law, rigid regulations and limitations on 
the production of rum entail added expense. For instance, after 
January 1, 1952, no rum may be sold by Puerto Rico for mainland 
consumption unless it has been aged at least three years. The aging 
process is an expensive process. 

I believe that the reasons I have stated establish that there is much 
more than custems simplification to this proposition; that the propo- 
sition would have a great adverse effect on Puerto Rico’s economy; 
that, in order for the proper evaluation of all factors involved to be 
properly made, this provision in H. R. 1535 should be left out of the 
bill, and taken up separately, at a later date. 

This would create an opportunity for this committee, whic ‘h has 
previously shown, so eloquently, its interest in Puerto Rico’s welfare, 
to look into the various aspects of Puerto Rico’s economic problem, 
and into the effect the proposed measure would have on it. If, on 
the basis of this study, it is found desirable to enact the provisions of 
section 24 of H. R. 1535, the committee might then determine what 
compensatory measures might be adopted so that Puerto Rico’s 
economy might not suffer. 

The CuarrnmMan. Are there any questions? 

Mr. Reep. I was very much interested in your statement. I have 
not been to Puerto Rico in a great many vears, but I know what a 
beautiful island it is. When | was there, [ had the opportunity of 
visiting your schools and saw the progress they were making. 

I think I have seen somewhere —I cannot recall where—some very 
interesting advertising of Puerto Rican rum. 

Dr. Fernés-Isern. Yes, sir. 

Mr. Reep. About how much do vou think is spent on advertising 
Puerto Rican rum? 

Dr. Fernés-lsern. I do not have those figures, Mr. Reed. I know 
they are spending some money. 

Mr. Reep. I have heard that they spend about $1.5 million in 
advertising their rum. I do not know whether that is an accurate 
figure or not. 

Dr. Fernés-Isernx. Which, by the way, also helps Cuban rum, 
because the people here buy more rum. 

Mr. Reep. Where do you sell most of the Puerto Rican rum? 

Dr. Fernés-Isern. In the mainland, in the United States. 

Mr. Reep. Do you export any to European countries? 

Dr. Fern6és-Isern. I understand that there is a little trade that 
has been developed in some of the neighboring islands, but not much. 

The great bulk of it is sent to the United States. 
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Mr. Rexp. This bill is trying to get around some of these trade 
agreements; is it not? They have lowered the tariff about as far as 
the ‘vy can under the present law and now they are trying to lower the 
tariff further through a device in this bill. 

Dr. Fern6és-Isern. That would be the appearance of it. 

Mr. Reep. Thank you very much. 

The CuatrMan. We thank you for vour appearance and the infor- 
mation you have given the committee. 

Dr. Fernés-Isernx. Thank you. 


STATEMENT OF FELIX R. HILERA, GENERAL MANAGER, SERRALLES 
DISTILLERS CORP., PONCE, P. R. 


The Cuarrman. The next witness is Mr. Felix Hilera, general 
manager, Serralles Distillers Corp., Ponce, P. R. 

Please give your hame and address to the stenographer for the 
record, and the capacity in which you appear 

Mr. Hirera. My name is Felix R. Hilera. I am manager ot 
Destileria Serralles, Inc., of Mercedita, P. R. 

The Cuarrman. About how much time will you require without 
interruption, Mr. Hilera? 

Mr. Hinera. About 10 minutes. 

The Cuarrman. All right, sir; thank vou. You may proceed. 

Mr. Hinera (continuing). One of the largest rum distillers in the 
island. I am here representing not only Destileria Serralles but all 
rum distillers of Puerto Rico who are members of the Puerto Rican 
Rum Institute. 

Commissioner Fernés has given you the general effect section 24 
(d) and (e) of the proposed legislation will have on the economy of 
Puerto Rico. IL would like to supplement briefly how the Puerto 
Rican rum industry feels this proposed legislation will affect the 
Puerto Rican rum distillers. 

The continued existence of the rum industry of Puerto Rico is 
dependent upon not only maintaining its present position in the United 
States market but in materially improving that position. The dis- 
tillers are constantly striving to improve their market position here 
in the United States, and I assure you that it is a difficult task. 

In the distillation of their products, the Puerto Rican rum dis- 
tillers are subject to rules and regulations comparable to those appli- 
cable to the continental distilling industry. These rules and regula- 
tions, which include provisions for aging, are burdensome and ex- 
pensive, but they are necessary to protect the consuming public and 
at the same time insure the proper collection of revenues. I assure 
this committee that these rules and regulations are a guaranty to the 
consuming public that the domestically distilled products are made 
under the safest and most sanitary methods existing anywhere in 
the world. 

Of course, the distilled products produced in foreign countries and 
imported into the United States do not have to match these require- 
ments, and it may be added that the foreign distillers are not subject 
to other requirements such as the wage-and-hour regulations that 
are applicable to Puerto Rican and continental distillers. 

It is difficult for the Puerto Rican rum distillers to comprehend 
where section 24 (d) and (e) will in any way simplify the administrative 
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procedure in the collection of customs on foreign-produced rum des- 
tined for the United States market. We do know the foreign distillers 
will benefit handsomely, as the effect of this section will be to reduce 
not only the customs rate but the tax rate on imported distilled goods. 
The effect will be a further tariff reduction, and thus place the foreign- 
produced rum in a position to capture more of the continental market. 
The Puerto Rican rum distillers do not see why it is necessary to 
include tariff and tax relief in a so-called customs-simplification bill. 

The present system for the entering through customs of distilled 
spirits, such as whisky, brandy, rum, ete., does not involve any 
problems which, in our opinion, call for simplification. In facet, the 
entire system consists in keeping spirits under bond, declaring them 
for entry and duty and internal-revenue tax payment, which requires 
gaging. 

The local production system involves considerably more govern- 
mental supervision from the very raw materials through mashing, 
distilling, aging, gaging for tax payments, bottling, etc., simplification 
alwavs coming through adequate regulation and executive functions. 

Consequently, we fail to find simplification of customs procedure 
in H. R. 1535 in what regards imports of distilled spirits. Although 
such simplification might be intended, it appears nowhere in the bill, 
while what appears very plainly from its provisions is a reduction on 
the present customs duties from $4.20 to $3.61, or 59 cents per case 
of 86-proof rum, and a further reduction on the present internal- 
revenue tax from $21.60 to $18.58, or $3.02 per case of 86-proof rum. 
In-other words, rather than customs simplification, what H. R. 1535 
would do would be to reduce revenues deriving at present from im- 
ported liquor by $3.61 per case of 86-proof rum. 

By allowing such important reduction in the duty and internal 
revenue tax on rum, $3.61 per case of fifths, domestic rum, which 
includes rum produced in Puerto Rico, would hardly be able to com- 
pete for the American consumer. For a long time we have found 
considerable resistance in this market to make good aged Puerto 
Rican rum at the fair price of $6 per case of fifths, excluding taxes. 
In fact, recent sales have been made at as low as $3.50 per case of 
fifths, excluding taxes. Please note that, while a price as low as 
$3.50 per case of fifths is obtainable for the domestic product, the 
so-called customs simplification would reduce import duties and 
internal-revenue taxes on foreign rum by $3.61 per case of fifths. In 
other words, the reduction in cost of the foreign product would exceed 
by 11 cents per case what the domestic producer may now obtain 
for his goods. 

I wish to remind the committee that Puerto Rico is United States 
territory and lives within the United States tariff system. Cuba is 
Puerto Rico’s principal competitor for rum sold in continental United 
States. Cuba has gained much from the United States Government 
on the premise that it favored continental products sold in Cuba. 
This so-called favored position on the part of Cuba has faded away. 
I invite the attention of this committee to the Anglo-Cuban pact 
announced to the world this past week end, whereby Cuba in, return 
for the sale of some of its sugar and tobacco crops, guarantees to 
Great Britain, for the next 3 years, preferential rates on 80 items. 
The effect of this pact is to give Great Britain an opportunity to 
compete on equal terms for about $85 million worth of trade, which is 
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roughly the amount of annual United States trade on these items with 
Cuba. The point I want to emphasize is that Cuba, Puerto Rico's 
principal competitor for the rum sold in the United States, no longer 
considers it necessary to accord preferential treatment to American 
products in exchange for a guaranteed market in continental United 
States for Cuban products. On the contrary, it has torn away that 
position, and I ask why under such circumstances the United States 
should make further tariff and tax concessions to Cuba at this time 
under the guise of customs simplification. 

The average traveler or consumer is not bothered by the provisions 
of the customs and tax collected on imported distilled spirits. It is 
just a comparatively few importing companies. 

I respectfully request this committee to carefully inquire as to who 
would benefit most by the enactment of section 24, (d) and (e), and 
to what extent it is considered necessary to further lower customs and 
tax revenues on foreign-imported distilled spirits. 

I desire to comment on one single fact appearing in the second 
paragraph on page 8 of the statement made by Mr. Harry L. Lourie 
of the National Association of Alcoholic Beverage Importers, which has 
considerable bearing upon what he calls discrimination in the system 
for assessment and collection of the internal-revenue tax on imported 
distilled spirits. Said Mr. Lourie: 

* * * in blending Scotch whisky, it is customary for the blender to mix a 
large number of the different types and kinds of malt and grain whiskies needed 
for the blend and then to reduce to approximately 86-87 proof. Thereafter, the 
whisky is replaced in barrels and allowed to remain for a considerable period of 
time, usually for 6 months to a vear. A practice of this sort, as far as we know, 
is not followed in the United States. In the Scotch whisky trade, the storing of 
whisky in oak casks after blending and reduction in proof is regarded as necessary 
for the perfection of the blend. 

The foregoing words of Mr. Lourie evince the fact that Seotech 
whisky is rectified or produced at 86-87 proof, a production system 
that is not available to the American producers of whisky. Should 
an American producer manufacture his product at 86-87 proof he 
would be called upon to pay internal-revenue taxes on the basis of wine 
gallon. Otherwise, American producers would have to tax-pay their 
whiskies from 6 months to a vear ahead of making them available for 
marketing, 

Such is the law in the United States, Puerto Rico included. 

As far as can be seen from Mr. Lourie’s own words, the discrimina- 
tion he refers to does not exist. 

The members of the Puerto Rican Rum Institute sincerely fee] that 
section 24 (d) and (e) does not belong in this bill, nor is it necessary in 
order to attain the objectives for which the bill is drawn. Further- 
more, they feel that it will seriously affect their competitive position 
in the continental market. Accordingly, we respectfully request the 
elimination of section 24 (d) and (e) from the proposed legislation. 

The CuHatrMan. Does that complete your statement, Mr. Hilera? 

Mr. Hivera. Yes. 

The Cuarrman. Are there any questions? 

Mr. Simpson. I was interested in knowing why you think section 
24 does not belong in this bill. 

Mr. Hitera. Because section 24 as drawn merely reduces the duty 
rate on imports, and it goes as far as reducing the United States 
internal-revenue tax on the imports as well, and, naturally, what 
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customs simplification means to me is to simplify the system under 
which imports come into this country. 

Mr. Simpson. You say in your statement that it does not belong 
in the bill, nor is it necessary in order to attain the objectives for which 
the bill is drawn. What do you think the objective of the bill is? 

Mr. Hivera. From what appears, it simply tries to reduce duty and 
reduce United States internal-revenue tax. Simplification does not 
appear anywhere. 

Mr. Simpson. Do you not realize that that is the objective of the 
bill—to cut tariffs? 

Mr. Hrvera. The bill is called the Customs Simplification Act. 

Mr. Simpson. That is the name given to it by the Treasury Depart- 
ment, but that is not what it is. In this section it is a tariff-reduction 
bill. 

Mr. Hirera. It is tariff reduction and internal revenue reduction 
both at the same time. It has nothing to do with customs simplifi- 
cation. 

Mr. Simpson. I am not willing to call this a simplification bill in 
the sense that I think of it as being designed to make more simple the 
administration of our laws. That is one part of it, but not the most 
important part. The principal part of this bill, as I view it, is to 
have us adopt and make legal certain agreements that were worked 
out, under what are called the GATT agreements, one of which is 
related to this problem to which you are objecting. I think that is 
the real purpose of the bill, regardless of its name. 

Mr. Hirera. But this bill changes the basis on which internal 
revenue taxes are assessed on imports, while it leaves the basis on 
which the assessment and collection of the taxes are made on domestic 
products the same, and if that is customs simplification I really am 
amazed. 

Mr. Stmpson. That is all. 

The CuarrmMan. Are there any further questions? 

Mr. Camp. Yes, Mr. Chairman. 

‘The Caatrman. Mr. Camp. 

Mr. Camp. Your objection is to the provision in this bill which 
would permit the importation, we will say, of spirits or whisky or 
brandy or rum on the percentage of alcohol basis rather than the 
liquid measurement basis; that is right, is it not? 

Mr. Hitera. The laws of this country assess a tax of $9 on a 100 
proof gallon of liquor. Let us call it liquor generally. 

Mr. Camp. Yes. That would include rum and whisky, too. 

Mr. Hitera. Yes, that would include rum and whisky; but the 
same law, when we produce it below 100 proof, imposes a tax on the 
wine gallon, no matter what the alcoholic content of the liquor is. 

Mr. Camp. That is right. 

Mr. Hitera. And the same law that applies to domestic producers 
applies to the imports. Now, is it that H. R. 1535 intends to let 
imports come in at below proof and pay on the proof gallon, permit 
foreigners to manufacture and produce below proof, a thing that is 
not permitted to domestic producers in this country? 

Mr. Camp. That is right. In other words, they can send in a gallon 
of Scotch whisky that is 86 proof, and instead of paying the wine gallon 
rate they pay 82 or 86 percent of that wine gallon rate, whereas when 
yours comes in you are taxed on the other basis. In other words, they 





“nia tad wera 








aad 





4 
¥ 
Z 
2 
% 
3 
5 
- 
a 


Capes 


Neittecctdeed 


kee 


nbtte a 





> ice Ae Ca es aia 


eRe 


Cth~ Rae es 


1 PRC ale BO ty 


ORE I, RID ls 


Pte Ose 


SIMPLIFICATION OF CUSTOMS ADMINISTRATION 399 


could bring in considerably more from the foreign countries for the 
same amount of tax. Now, as I understand it, it would mean how 
much additional added per wine gallon? 

Mr. Hivera. The difference based on 86 proof in the case of Scotch 
whisky is 14° proof at $1.50 for the duties, 21 cents duty, and the 
excise tax would be $1.26. 

Mr. Camp. That is what it is now or would be under the new act? 

Mr. Hitera. That is what it is now. 

Mr. Stwpson. How much would it be if this bill is passed like it is 
drawn? 

Mr. Hivera. If this law is approved, Scotch whisky would pay 
$1.26 less than what they are paying at present, and if an American 
would produce whisky in this country at 86 proof he would be called 
upon to pay taxes at the rate of $9 on the 86 proof. 

Mr. Camp. That is right. 

Mr. Hivera. As the law stands. 

Mr. Camp. In other words, this, you might say, is the same as lower- 
ing considerably the tariff duty on these procfs that are under 100. 
You represent the domestic producers of rum? 

Mr. Hivera. Yes. It would be granting a privilege to the foreign 
producer. 

Mr. Camp. That is right. I understand your position. 

That is all, Mr. Chairman. 

The Cuarrman. If there are no further questions, we thank you for 
your appearance and the information vou Save given the committee. 

Is Mr. O. R. Strackbein, chairman of the National Labor-Manage- 
ment Council on Foreign Trade Policy present? 


STATEMENT OF O. R. STRACKBEIN, CHAIRMAN OF THE NATIONAL 
LABOR-MANAGEMENT COUNCIL ON FOREIGN TRADE POLICY 


Mr. SrrackBEIn. Yes, sir. 

The CHarrmMan. Mr. Strackbein, please state for the record, your 
name and address, and the capacity in which you appear. 

Mr. Srrackpern. My name is O. R. Strackbein. I am chairman of 
the National Labor-Management Council on Foreign Trade Policy. 

The Cuatrman. About how much time will you require to present 
your statement, Mr. Strackbein? 

Mr. SrrackBeEIn. I estimate about 30 minutes, Mr. Chairman. 

The Cuarrman. Thirty minutes? 

Mr. SrrackseEIn. Yes, sir. 

The CuarrmMan. Can you not abbreviate that considerably? 

Mr. Srracksein. I can, in certain parts, yes. 

The Cuarrman. Off the record. 

(Discussion off the record.) 

Mr. Srrackxsern. The National Labor-Management Council on 
Foreign Trade Policy, of which I am chairman and for which I speak, 
is composed of 15 or 16 industries that are equally represented in the 
council by labor and management. I am also executive secretary of 
America’s Wage Earners’ Protective Conference which is composed 
exclusively of national and international unions affiliated with the 
American Federation of Labor. Most of these unions are also repre- 
sented on the council. 
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H. R. 1535, the customs-simplification bill is of great interest to us 
because of its bearing on and reflection of foreign-trade policy. 

At the very outset we wish to say that we fully support the stated 
objective of the bill insofar as it seeks simplification of customs pro- 
cedure and greater economy and efficiency of administration. While 
the recommendations of McKinsey & Co. may not in all instances 
assure greater economy and efficiency if put into effect, we do not feel 
qualified to question them for obvious reasons. 

On the other hand, we wish to express our deep concern over 
sections of the bill that are derived from sources other than the 
MeKinsey report. These are provisions that have little or nothing 
to do with efficiency and economy of customs administration and 
which, if adopted, would in some cases, at least, lead not to simplifica- 
tion but to a greater volume of work. 

There are two principal sources of these provisions that are ex- 
traneous to the avowed objective of simplification and greater 
economy. One is the Charter for an International Trade Organiza- 
tion (ITO) and the other the General Agreement on Tariffs and 
Trade, known as GATT. Actually there is little or no difference 
between these two sources and it would be unnecessary to mention 
the ITO as a source of the recommended provisions but for the fact 
that the ITO Charter did not prosper before Congress when it was 
submitted for ratification. It was subsequently withdrawn from 
Congress by the State Department after 5 years of work on it. 

The present bill, H. R. 1535, is a replica of H. R. 8304, which was 
introduced into Congress May 1, 1950, but did not come to a hearing 
in the Eighty-first Congress. The failure of the ITO Charter to 
make progress in Congress became evident after H. R. 8304 had been 
introduced. The withdrawal of the charter took place still later, 
but before the present bill, H. R. 1535, was introduced on January 15, 
1951. 

A reading of the analysis of the Customs Simplification Act of 1950, 
distributed by the Treasury Department in 1950, turns up several 
references to the ITO charter. One is on the first paragraph on 
page 6; another in the last paragraph, same page. A further such 
reference occurs in the first paragraph on page 22; another in the 
second paragraph on page 24; vet another on the bottom of page 25. 
Three additional references appear: one toward the bottom of page 39, 
a second, near the top of page 42, and a third, in the second paragraph 
on page 47. This is a total of eight references to the charter. 

It is possible, we believe, to substitute GATT for the ITO in all 
these instances since the two are virtually identical in the class of 
provisions involved in the bill, H. R. 1535, and its predecessor, 
H. R. 8304. 

The Treasury Department, in its testimony before this committee, 
did substitute GATT for the ITO, and was justified in doing so 
because of the nearly identical character of those provisions in ITO 
and GATT that gave rise to various sections of the customs simplifi- 
cation bill. 

We come now to the basis of our objection to those provisions in 
the present bill, H. R. 1535, which had their origin, first in ITO and 
meta failure of ITO to gain ratification by Congress, secondly, 
in G. A 
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It should be borne in mind that the General Agreement on Tariffs 
and Trade (GATT) is in effect only provisionally. Its final effective- 
ness depends upon the appropriate alteration of domestic statutes 
that presently conflict with some of the GATT provisions. 

We are faced in this question with an issue that is highly contro- 
versial in character. In the first place, there exist substantial grounds 
for questioning the validity of the general agreement on tariffs and 
trade which was negotiated in Geneva in 1947. It may be contended 
very reasonably and with conviction that no such broad authoriza- 
tion was contained in the Trade Agreements Act of 1934 on which the 
general agreement is based as is required to justify GATT legally. 

Secondly, this was tacitly recognized by the State Department 
itself when it sent the charter for an International Trade Organization 
to Congress, which contained virtually all of the substantive and pro- 
cedural provisions of GATT, for ratification. By contrast, the general 
agreement on tariffs and trade (GATT) which is very broad in both 
its express provisions and in its implications, and repeats much of the 
ITO charter, was never sent to Congress for ratification. 

The ITO charter having met with insufficient acceptance in the 
House Committee on Foreign Affairs to lead to a committee report 
after full hearings, was, as has already been pointed out, withdrawn 
by the State Department. This was the nearest approach to a con- 

ressional test to which any of the provisions of GATT have come. 
‘he complete failure of the ITO charter to gain legislative approval 
can thus hardly be construed as shedding a favorable light on the 
legislative acceptance of GATT were that agreement submitted for 
ratification. 

For the sake of clarity it should be said that the reduction of duty 
rates in the general agreement is not in question. Clear authority 
existed for that action, and it is not contested. We refer to the other 
provisions, among which are those upon which a part of H. R. 1535 is 
based. 

Now we find some of the GATT provisions making their appearance 
in the customs simplification bill. We do not wish in any sense to 
suggest that the Treasury Department had in view any objectives 
other than their stated ones. We do not say that when the first bill, 
H. R. 8304, was drawn there was indeed no particular reason why the 
Treasury Department should have foreseen the legislative fate of the 
ITO charter since the Department was not alerted or on notice to be 
on guard. It was therefore natural enough to include the ITO pro- 
visions in H. R. 8304, the original customs simplification bill. The 
subsequent failure of the charter should, however, have raised 
some question in the minds of Treasury officials; but since they were 
in a position of doing something by request, in a field, moreover, which 
is not their specialty, namely, that of foreign affairs, this oversight may 
be overlooked. Therefore, we have no quarrel with the customs 
administration of the Treasury Department. 

In the customs simplification proposal they had a good vehicle. 
Somebody else saw this and asked them to carry a load of extraneous 
merchandise. In the beginning even this may have been justified, 
i. e., in H. R. 8304, on the ground that legislative approval of the ITO 
was believed to be forthcoming; but after the failure of ITO, the 
Treasury Department should have been relieved of the burden of this 
extraneous merchandise. It should have been unloaded. 
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We feel strongly that the true customs simplification proposal 
should be allowed to go ahead on its own merit and think it should 
obtain early approval under those conditions. At the same time we 
object strongly to the hitch-hiking companions. We think they 
should be taken off the vehicle, made to stand on their own feet and, 
if they seek legislative approval, that they do so on their own merits, 
in their own name and on their own history. We repeat that at the 
outset they may have been suitable cargo, but not since the ITO 
charter met its legislative fate. 

We would not feel so strongly if we did not recognize the very 
great importance of the issue at stake. This is whether it is wise 
procedure whereunder the executive arm of the Government may 
make far-reaching commitments in executive agreements with other 
countries, which involve conflicts with our existing statutes, and then 
confront the legislative arm with a moral imperative to modify our 
statutes accordingly. This amounts to moral coercion of the legisla- 
tive branch by the Executive, through the device of placing the cate. 
lative branch in the position of either ratifying the action of the 
Executive or running out on an agreement made by the Executive. 
If this process were not halted the Executive could completely cir- 
cumvent the Congress. 

If that is what the American people desire and seek, when and 
after they understand the issue, that is one thing. When, however, 
this is by way of being accomplished without their knowledge and 
without full debate—that is another matter, and we object. 

So that the sources within the defunct ITO charter and the pro- 
visional general agreement on tariffs and trade (GATT) from which 
important parts of H. R. 1535 are derived, may be more clearly seen, 
the more important of these sources are given below related to the 
pertinent sections of H. R. 1535, the customs simplification bill: 

Section 2 (a): This section provides that the word ‘“ materially’’ 
be inserted in the Antidumping Act of 1921. This means that in 
order to obtain a remedy a domestic industry, in competition with 
imports which are dumped in this market, must prove material injury 
and not merely injury as at present. 

ITO source: Article 34 of the Habana charter for an international 
trade organization, paragraph 1, provides as follows: 

The members recognize that dumping, by which products of one country are 
introduced into the commerce of another country at less than the normal value 
of the products, is to be condemned if it causes or threatens material injury to an 
established industry in a member country or materially retards the establishment 
of a domestic industry. [Italic supplied.) 

GATT source: Article VI, paragraph 1, of the general agreement 
on tariffs and trade is identical with the ITO provision on dumping, 
the pertinent part of which was quoted in the preceding paragraph. 

Section 2 (b): This section would conform our law to both the 
ITO charter and GATT. Articler 34 of the ITO charter, paragraph 
5 and article VI, paragraph 5 of GATT are identical and read as 
follows: 

No product of any member country imported into any other member country 
shall be subject to both antidumping and countervailing duties to compensate 
for the same situation of dumping or export subsidization. 

Section 2 (b) of H. R. 1535 provides that if an antidumping duty is 
collected, there will be deducted any countervailing duty collected 
on the same transaction. 
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Section 2 (c) of the bill makes the same provision where a counter- 
vailing duty is collected. Any antidumping duty on the same ship- 
ment or transaction will be deducted. 

These two provisions carry out the ITO and GATT provisions that 
no product shall be subject to both duties. 

These provisions of H. R. 1535 are obviously no part of customs 
simplification. It is doubtful that the management firm of McKinsey 
& Co. made a recommendation on this subject. The section is not so 
attributed in the analysis of the Customs Simplification Act of 1950 
distributed by the Treasury Department. 

Section 3. Special marking requirements: This section according 
to the analysis just referred to goes beyond the IRO charter which 
provides in article 37.3 as follows: “Whenever it is administratively 
practicable to do so, member should permit required marks of origin 
to be affixed at the time of importation.” 

The repeal of the special marking requirements was based on a 
McKinsey recommendation. 

Section 8. Temporary Free Entry: According to the analysis this 
section, by which the term of temporary free imports would be extended 
from a total of 1 year to 3 years, would gratify the ECA. Evidently 
customs simplification has nothing to do with the proposal and the 
suggestion is probably not in the McKinsey report. 

Section 13. Value: McKinsey & Co. recommended that abolition 
of foreign value as a basis of duty assessment and called for a broaden- 
ing of the other methods. 

However, both the ITO charter and GATT have articles on the 
subject of value. 

ITO Source: Article 35, paragraph 2, of the ITO charter says: 

The members recognize the validity of the general principles of valuation set 
forth in paragraphs 3, 4, and 5, and they undertake to give effect, at the earliest 
practicable date, to these principles. * * * [Italics supplied.] 

GATT Source: Article VII, paragraph 1 of GATT says the same 
thing in slightly different words. Both documents provide that 
“they (members or contracting parties) shall upon request by another 
(member or contracting) party review the operation of any of their 
laws or regulations relating to value for customs purposes in the light 
of these principles.”’ 

The extent to which H. R. 1535 would “give effect’ to “these 
principles’’ may be seen from several comparisons: 

1. Section 402, Tariff Act of 1930: The Tariff Act of 1930 under 
“foreign value’, “export value”’ and “United States value” calls for 
merchandise “freely offered for sale.” 

ITO and GATT: Article 35, paragraph 3 (b) of the ITO charter 
and article VII, paragraph 2 (b) of GATT both provide that value be 
based, among other things, on merchandise actually sold or offered 
for sale. 

H. R. 1535: bases “export value,” “United States value’ or 
“comparative value’ on the price at which the merchandise is “freely 
sold or offered for sale.”’ 

The analysis previously referred to, on page 20, paragraph (6), says 
“The appraiser may use actual sales instead of offers in determining 
‘export value’, ‘United States value’ or ‘comparative value.’ ”’ [Italics 
supplied.] It will be noted that the existing law does not make a 
provision for taking actual sales into consideration but only offers. 
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This is in accordance with our commitment to “give effect, at the 
earliest practicable date, to these principles” (as quoted from the 
ITO charter above). 

We do not at this point comment on the desirability of adding actual 
sales to offers of sales as a source of price information. That is beside 
the point. Our interest is in the genealogy of parts of H. R. 1535. 

2. Internal taxes: Section 402 of the Tariff Act of 1930, which is the 
section defining ‘“Value,’’ does not exclude internal taxes from value. 

ITO and GATT: These two instruments contain identical language, 
as follows: 

The value for customs purposes of any imported product should not include the 
amount of any internal tax, applicable within the country of origin or export, from 
which the imported product has been erempted or has been or will be relieved by means 
of refund. [Italics supplied.] 

H. R. 1535, page 22, paragraph (f), provides with respect to taxes 
as follows: 

The value of imported merchandise ascertained or estimated in accordance 
with this section shall not include the amount of any internal tax, applicable within 
the country of origin or exportation, from which the merchandise undergoing appraise- 
ment has been exempted or has been or will be relieved by means of refund. [Italics 
supplied.] 

A reading of the underscored portions of the ITO-GATT version 
and of H. R. 1535 will disclose the almost verbatim repetition of the 
former in H. R. 1535. Again, we do not at this point address ourselves 
to the merits of the proposal but to the origin of it; and the latter is 
very clear. 

3. Usual wholesale quantities: The Tariff Act of 1930 uses the 
criterion of “the usual wholesale quantities” as the basis of value. 
This is found in section 402 (c), (d), and (e). 

ITO and GATT: Article 35, paragraph 3 (b) (ii) provides that the 
quantities imported, if not comparable, should be “quantities not less 
favorable to importers than those in which the greater volume of 
merchandise is sold in the trade between the countries of exportation 
and importation.”’ 

The identical provision is found in GATT under article VII, 
paragraph 2 (b) (ii). 

H. R. 1535: In defining “Usual Wholesale Quantities,”’ H. R. 1535, 
page 24, paragraph (5), says that this means- 
the quantities usually sold in the class of transactions in which the greater aggre- 
gate quantity of ‘“‘such or similar merchandise,”’ in respect of which value is being 
ascertained or estimated, issold * * * 

That the concept of “greater aggregate quantity’’ represents a 
change from present practice becomes clear when we turn to the 
Treasury Department’s analysis. On page 20, paragraph (9) appears 
the following statement: 

(9) It (the proposed bill) also defines ‘“‘usual wholesale quantities” in such a 
Manner as to mean the quantities in which the greatest aggregate quantity of mer- 
chandise is sold, whereas under the present law the usual wholesale quantity is the 
quantity in which the largest number of, individual transactions occur. (Italic 
supplied.) 

The proposed adoption of the I[TO-GATT principle would establish 
the larger wholesale transactions as the basis of value. These might 
be expected to represent lower prices than lesser wholesale quantities 
which under present practice figure more prominently in determining 
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“the usual wholesale quantities.”” Thus the suggested change is a 
modification of the present practice to conform such practice to ITO 
and GATT. 

Section 14. American selling price: The American selling price is 
now used for valuation purposes under paragraphs 27 and 28 of the 
Tariff Act of 1930 and under three other paragraphs in pursuance of 
determinations made under section 336 of the Tariff Act of 1930. 

ITO and GATT: Both ITO and GATT provide | that “the value 
for customs purposes of imported merchandise — * * should not 
be based on the value of merchandise of national origin * * = *.” 
ITO charter, article 35, paragraph 3 (a); also GATT, article VII, 
paragr aph 2 (a). 

The American selling price as now utilized under the Tariff Act of 
1930 is in violation of the principle of IPO and GATT that the value 
of merchandise of national origin should not be used. This explains 
the proposal to abandon this system of valuation. On page 24 of the 
Treasury Department’s analysis it is stated in the second paragraph 
that— 

The continued use of ‘“‘American selling price” for the appraisement of any 
merchandise would not comply with this provision— 
referring to article 35.3 of the ITO, quoted above. 

Paragraph (e) of section 14 would drop from section 336 of the 
Tariff Act of 1930 the authority to establish the American selling 
price. 

Section 20. Conversion of currency: This section provides for the 
substitution under stated circumstances of conversion values set up 
by the international monetary fund for the rates now supplied by the 
Federal Reserve Bank of New York. 

ITO and GATT sources: Article 35, paragraph 5 (a) of ITO and 
article VII, paragraph 4 (a) of GATT Goevide that the conversion 
rate of exchange to be used 
shall be based on the par values of the currencies involved, as established pursuant 
to the articles of agreement of the international monetary fund or * * * 

The Treasury Department analysis on page 39 says, near the end 
of the first paragraph: 

Provision would also be made for application in the future of any international 
rules for currency conversion when multiple rates of exchange are maintained, 
which may be established as provided in the charter for an International Trade 
Organization now before Congress for consideration. 

Since the abandonment of ITO, the similar provisions of GATT 
should be substituted in the preceding paragraph. This leaves no 
doubt on the origin of section 20. 

Section 23. Conversion of processing taxes to import taxes: This 
section conforms to ITO, article 18, and to GATT, article II]. These 
articles recognize certain principles of internal taxation and provide 
that no contracting party or member 





shall otherwise apply internal taxes or other internal charges to imported or 
domestic products in a manner contrary to the principles set forth in paragraph 1. 
Among these principles is the one that processing taxes should not 
be applied to imported or domestic products so as to afford protection 
to domestic production. 
Section 24. Internal revenue taxes: Section 24, if adopted, would 
bring certain internal revenue laws which now discriminate against 
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certain imported products into conformity with article 18 of the ITO 
charter and article Lllof GATT. Paragraph 4 of article 18 of the ITO 
charter is the same as paragraph 4 of article II] of GATT. They 
provide that— 

The products of any (member country or contracting party) imported into any 
(member country or territory of any contracting party) shall be accorded no less 
favorable treatment than that accorded to like products of national origin in respect 
of all laws, regulations and requirements affecting their internal sale, ete. [Italics 
supplied.] 

Section 24 represents an effort to modify our internal revenue laws 
in a manner to assure equality of treatment of imports and domestic 
products. 

These citations are sufficient to establish the origin of a number of 
the sections of H. R. 1535 as coming initially from the charter tor an 
international trade organization and, after the demise of that docu- 
ment, from the same or similar provisions in the General Agreement on 
Tariffs and Trade. 

It is not only possible but probable that some of these Treasury 
Department proposals would have been virtually what they actually 
are even if the ITO and GATT had never been proposed or negotiated. 
The similarity may in some instances be purely coincidental. For 
example, the Treasury Department (Customs Bureau) apparently has 
long hoped to change the existing law which bases value on the price, 
not of goods sold but of goods “freely offered for sale,”’ in such manner 
that actual sales, as proposed in H. R. 1535 and as provided in ITO 
and GATT, may be used as evidence of value. 

Also it may be pointed out that although in several other respects, 
as previously documented, section 13 (valuation) is based on ITO 
and GATT principles and provisions, neither ITO nor GATT pre- 
scribe the abandonment of “foreign value”’ as a method of valuation. 
This abandonment was a recommendation of the McKinsey report. 

Nevertheless there remain several proposals of H. R. 1535 that are 
clearly related to ITO and GATT and clearly represent efforts to 
modify our statutes to bring them into conformity with the provisions 
of those documents. 

As previously stated, we are opposed to this manner of ratification 
of GATT. The implications of that agreement are too far reaching, 
both economically and politically, to make its acceptance a byproduct 
of the approval of some other piece of legislation. 

Only recently it became apparent how the General Agreement on 
Tariffs and Trade had tied our hands against immediate international 
action. We found, when we sought to abrogate our trade agreement 
with Czechoslovakia, our sovereignty impaired to an extent that 
quite obviously was not generally understood. Situations might arise 
in which such impairment would visit disastrous consequences upon us. 

The point is that if we as a country openly and willingly undertake 
commitments that limit our sovereignty, after full knowledge and 
debate, well and good; but if this end is about to be accomplished in a 
roundabout way, without a full disclosure of the intent and the 
probable consequences and without full debate, we can only oppose 
any such proposal as strenuously as we know how. 

We hope therefore that H. R. 1535 can be freed of the objections 
mentioned. In that event we would gladly support the bill. 
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The Cuatrman. What would be your basis for determining value, 
the cost of the production of an article or the price at which it sells 
on an open, fair, competitive market? 

Mr. Srrackrein. | should say the latter, as it is sold in the country 
of origin on a fair competitive basis freely offered. 

Now, the proposal is to substitute export value for what is called 
foreign value. 

The CuarrMaANn. You do not agree with that? 

Mr. Srrackrein. That is a provision that I would want a little 
more light on and more information than was given in the hearings 
by the Treasury Department officials. I would like to see the Me- 
Kinsey report and their reasoning and documentation and data which 
brought them to the conclusion that they arrived at. 

I would like to know in just what respect the administration of our 
customs would be simplified and improved by the substitution of ex- 
port value for foreign value. I simply do not have enough informa- 
tion on that point to give an intelligent answer. 

The CHAIRMAN. Suppose you ask them to explain and clarify that. 

Mr. Srrackerein. | asked them for a copy of the McKinsey report. 
I asked the Tariff Commission. I asked the Treasury Department, 
and | was told that the report was confidential; that it was not being 
given out to the public and therefore it was not possible to give me the 
details, the detailed schedules, and the investigations and the various 
data and tables upon which they based their recommendations. I do 
not feel the testimony given by the assistant general counsel of the 
Treasury Department and the Assistant to the Commissioner of 
Customs before this committee was of such character as to permit the 
play of full judgment on the merits of the McKinsey report. 

| have pointed out, Mr. Chairman, that this suggestion that export 
value be substituted for foreign value is not one that comes from the 
ITO charter, or the GATT, and would therefore not fall under our 
objection that we register here. 

If | could be convinced that the use of the export value is really 
fully justified from data compiled in the Treasury investigation, we 
could go along with it because it does not fall under this objection. 

The CuairMan. Is it probable that you might get some help along 
that line from the Tariff Commission? 

Mr. Srrackrein. | asked the Tariff Commission. I applied to 
the Tariff Commission for it. They have a copy of the report in 
their library, but they say that it cannot be seen by outsiders. [asked 
them about it. 

The CuairMan. It is only for their own use? 

Mr. Srrackerein. Correct. I should very much like to see the 
original data. 

Mr. Reep. You have made some very interesting remarks. | 
notice that you referred to a number of amendments to the Tariff 
Act of 1930 in the present bill that have their origin in the [TO charter 
and GATT. Would it be possible to separate these provisions from 
those that are based upon the McKinsey report? 

Mr. Srracksern. It would be, Mr. Reed, and I have attempted 
to do so in that part of my statement which | did not read. There 
are some very clear instances of that kind of origin. There are other 
instances that are not quite so clear and again there are instances 
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where, as I stated, the Treasury Department may have had certain 
things already in mind, and the mere fact that the items also appeared 
in the ITO charter or the GATT would not condemn them under 
this division that I have made here. 

Mr. Reep. Is it not your contention from the study that you have 
given to this that this is just an attempt under a psychological name 
that appeals to everybody to simply bring in here a tariff reduction 
bill; that is, to get a tariff that is lower than they can now provide 
under the trade agreements that have already been made? 

Mr. Srracksern. Mr. Reed, I am forced to say that I believe the 
Treasury Department is entirely sincere in undertaking to simplify 
and improve the customs procedures. I am equally convinced that 
the State Department is undertaking to use this bill as a means of 
obtaining approval of the General Agreement on Tariffs and Trade, 
which is at the present time only provisionally in effect. 

Mr. Reep. If these provisions could be separated from those based 
upon the McKinsey report, and if that were done, as I understand 
your statement, you would favor the bill, if it undertook to carry out 
only the McKinsey recommendations? 

Mr. Srracksein. That is correct, as I have just stated. 

Mr. Resp. Would you endorse any of the amendments that are 
traceable to the ITO or GATT? 

Mr. Spracksern. I mentioned this matter of value. There are 
certain aspects of that which are covered in GATT and ITO and 
covered in this bill. That is one of those instances where a close study 
would be necessary to determine what part is attributable to the 
MeKinsey report and what part to ITO. 

The adoption of export value is not required, as I understand it, by 
GATT and the ITO Charter, but is recommended by McKinsey & 
Co. So, as 1 explained awhile before, if 1 could see the data on which 
this recommendation was based and could be convinced that that was 
a recommendation made which would clearly simplify and improve 
the customs administration, we would certainly support it. 

Mr. Reep. | have been just as anxious as you to get a copy of that 
McKinsey report. I spent some time trying to do it, although | do 
not have too much time to spend on things of that kind. 

Now, I have been told it is true—and I do not know—that in 
drawing up these agreements abroad at Geneva or Torquay the busi- 
nessmen of foreign countries entering into the trade agreements were 
permitted to sit in the meetings and discuss the matters as the agree- 
ments were made, and that our people on this side were not allowed 
to do it. Businessmen have told me that they have gone to the 
meetings and could not get anywhere. What do you know about 
that? 

Mr. SrracksBein. I have had no first-hand experience as to that, 
because I have not attended any of those conferences. That same 
report, however, has come to me from more than one source—that 
some American citizens who would be affected by what would be done 
in those conferences did go over there and were not allowed access to 
the meetings. 

Mr. Resp. Nor could they get any information. 

Mr. Srracksein. That is correct, and such information as they got 
came principally from representatives of other countries. 
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Mr. Reep. My colleague reminds me that even a Member of 
Congress could not have access and had no opportunity at all to 
defend his constituents. 

Mr. Simpson. Substituting the export value for the foreign selling 
price is one of the McKinsey report recommendations, | believe. 

Mr. SrracksBein. That is correct. 

Mr. Srupson. On that you are not prepared to give an unequivocal 
answer? 

Mr. Srracksein. That is correct. 

Mr. Simpson. Well, of course, I tried to get this McKinsey report, 
and | was told that it was not available, but it was made available 
last week. 

Mr. Srracksern. Was it made available to outsiders? 

Mr. Simpson. [ am uncertain about that even now. Mr. Graham 
told us it had been submitted as of the day he was testifying. I do 
not know even now whether it is available to outsiders. 

On page 15 of your statement there you talk about Czechoslovakia 
and a trade agreement. You are referring there to the GATT 
agreement? 

Mr. StRACKBEIN. Yes. 

Mr. Simpson. | wish you would enlarge on just what you mean 
when you say that our sovereignty has been impaired. 

Mr. Srracksein. National sovereignty, of course, consists of 
freedom of action according to the nation’s decision arrived at through 
constitutional processes. If a nation in reaching a decision cannot 
act according to its decision and judgment because of certain agree- 
ments that have been made, its sovereignty has been impaired to that 
extent. 

Mr. Simpson. Do you mean that Czechoslovakia, which is a country 
back of the iron curtain, is a party to the General Agreement on 
Tariffs and Trade and that we, desiring to get out of that agreement 
with Czechoslovakia, cannot act unilaterally? 

Mr. Srrackpein. That is correct. If we want to honor our inter- 
national commitments, which, of course, we should do, then we must 
follow the procedure laid down in that document. 

Mr. Simpson. What is that procedure? 

Mr. Srracksein. The procedure is that we must first consult with 
the other contracting party. That in this case would be Czechoslo- 
vakia. If we could not arrive at an agreement under such consulta- 
tion, we must then submit the question to what is called the contract- 
ing parties. That means all the other countries that are signatories 
of the document. 

Mr. Simpson. Must we have their unanimous agreement before we 
can get out of the agreement? 

Mr. SrTrRaAckKsBeErN. It is not a unanimous provision. I believe 
though I am not sure about it—that it is a majority or two-thirds vote. 

Mr. Simpson. If Ll understand, then, we are in the unhappy position, 
even in dealing with a country behind the iron curtain, that we cannot 
break with her without getting permission from other nations of the 
world, or violating our agreement. 

Mr. Srracksein. That is correct, and you may recall that the State 
Department has recently announced that the United States has de- 
cided to make this break—that is, to withdraw this agreement—and 
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that it will place this proposal upon the agenda of the next meeting of 
the contracting parties of GATT. That meeting does not take place 
until the 17th of September. So, it cannot be known before the con- 
tracting parties actually meet and come to a vote on this what the out- 
come will be. 

Mr. Simpson. That is one of the provisions of the GATT agree- 
ment which, in my opinion, and because of the wisdom of Congress, 
persuaded the members of the State Department to refrain from pre- 
senting that proposal up here for adoption. I just cannot think that 
the Congress would approve the action of negotiators, even when 
commissioned by the administration, to effect an agreement of this 
nature. I cannot believe that the Congress would approve tying our 
hands, particularly when we are dealing with countries that are back 
of the iron curtain. 

Mr. SrrackBeEIn. Yes. 

Mr. Simpson. You have given a number of instances here of items 
that are found in the bill before us which perhaps came from the ITO 
or GATT, or the McKinsey report. 

Have vou any knowledge as to whether other legislation has been 
presented to Congress which contains items that are in the category of 
ITO and have gone through Congress, or are under consideration in 
disguise, if you please, or mixed in with legislation which may be 
desirable? In other words, is this course which is being followed 
before this committee being followed elsewhere? 

Mr. Srracksern. I know of only one other instance where that 
sort of adaptation of our laws to the ITO charter and GATT may be 
involved, and that is in a bill which was introduced by request by the 
chairman of the Judiciary Committee of the House. That would 
modify the so-called manufacturing provision of our copyright law in 
a manner which would accommodate it—at least in part—to the 
provisions of the General Agreement on Tariffs and Trade, but no 
hearings have been held yet on that bill. 

Mr. Simpson. I want to commend you on a very fine statement. 
As far as I am concerned, as a member of the committee, it points up 
what I think is the very crux of this legislation. I think everyone 
of us wants to simplify laws where it can be done to lead to efficiency 
and better operation of existing law. Iam for that, but I am not for 
using a popular idea or goal as a means of tacking on items which | 
fear are injurious. 

The CuatrrmMan. I am very much interested in your testimony; at 
least, a part of it. You feel that this is a Treasury Department bill 
and not a State Department bill? 

Mr. Srrackpern. That is correct. 

The Cuatrman. It has been cléared through the State Department 
and other departments, but it is a Treasury Department bill and the 
witnesses who appeared here for the Treasury, Mr. Graham, Mr. 
Nichols, and Mr. Johnson, I thought, were as well informed and as 
fair witnesses as every appeared before our committee. They were 
patient. They answered all the questions with respect to the purposes 
of this bill, and to my mind, unless it is refuted, they made a very 
clear impression upon me that this is a customs simplification bill and 
not a bill to decrease primarily tariffs, as some members of our com- 
mittee seem to fear or believe. As I understand, some representa- 
tives of the State Department will testify here probably Monday. I 
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am hoping through that testimony and answers to questions that 
they will be able so to convince this committee; at least satsify the 
committee as to whether or not the State Department is trying to do 
something more than this legislation seeks to do. I hope that we 
can get that matter cleared up when the State Department witnesses 
appear. 

Mr. Srracksein. Mr. Chairman, | want to say that | agree with 
you fully on your characterization of the testimony given by the 
Treasury Department witnesses. I know one or two of them person- 
ally and I congratulated them, and I told them that it was the clearest 
exposition of a technical subject that | had ever heard before a 
congressional committee, and | agree with you fully. 

The CuarrmMan. Thank you, sir. 

Mr. StrRacKBEIN. That does not necessarily mean that the State 
Department is not trying in its own way to have the Treasury Depart- 
ment carry into effect some of the amendments that they want. Of 
course, the State Department can probably give vou an answer. 

Now, one more thing. I would like to have vour help, as chairman 
of the committee, in being allowed to see the McKinsey report in that 
part which has to do with valuation. May I get your help? 

The Cuarrman. In what way can | be helpful to vou? 

Mr. Srrackeein. Would you notify or ask the Treasury Depart- 
ment whether it is possible for someone outside to examine that part 
of the report for the purpose of determining whether or not the data 
collected justified a substitution of export value for foreign value? 

The CHarrmMan. | do not know whether it would be prudent for 
me to have anything to do with that matter. I assume that they have 
some reason for declining to give the information. I doubt if I could 
do it properly and consistently, as much as I would like to get all the 
light on this subject that Lean. I do not think it would be proper for 
me to interfere in that. 

Mr. SrrackBeErn. They have declined on the ground that the docu- 
ment is confidential. 

The CuarrmMan. I can convey your request to the Treasury De- 
partment, or whatever department you suggest, but | cannot suggest 
what they should do about it. 

Mr. Srracksern. I do not understand why the report should be 
confidential. Were not all the Hoover reports made public? I do 
not understand why this one should be confidential. 

The CHarrman. | do not know. You would not expect me to 
tell them that it is not confidential, if it is confidential. 

Mr. Srrackpein. I would not expect them to violate a confidence, 
but they might reconsider whether or not the report should be con- 
fidential or classified. 

Mr. Siupson. When Mr. Graham was here one day last week he 
told us that he was preparing a copy of the McKinsey report for 
presentation to the committee. I would like to ask, if Mr. Davis 
is here, whether or not it is restricted. I was not given that impres- 
sion. IJ had reason to believe that it is not restricted. 

The Cuarrman. We thank you for vour appearance and the very 
interesting testimony vou have given the committee. 

Mr. Srrackrein. Thank you. 

Mr. Reep. I want to ask one question. That is, here is a report 
that comes in from the Treasury to the committee that has to write 
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this legislation, and if they have based many of their proposals in here 
for simplification on the McKinsey report, it would seem as though 
that should not be confidential, at least as far as the members of this 
committee are concerned; otherwise I would not know why they would 
send it in here and then say it is confidential. I do not see any sense 
in that. It ought to be open to this committee if any of us want to 


examine it. 
Mr. Simpson. As a matter of fact, they gave that report to the 
Appropriations Committees of the House and Senate many months 


ago. 
(The following letters were received from Mr. Q. R. Strackbein:) 


THe Narionat Lapar-MANacement Councin 
on Foretcn Trape Pottcy, 
Washington, D. C., August 16, 1951. 
Hon. Roserr L. Doveuton, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear Mr. Dovcutron: In my testimony before your committee vesterday I 
undertook to trace the origin of some of the sections contained in H. R. 1535, 
the customs simplification bill, to particular provisions in the ITO charter and 
the General Agreement on Tariffs and Trade. 

At the end of my testimony there appeared to be some doubt in your mind 
about the correctness of my allegations. I, therefore, feel that I should call your 
attention to a statement that appears in the Analysis of the Customs Simplifica- 
tion Act of 1950 which was distributed by the Treasury Department. At the 
bottom of page 3 and the top of page 4 of that analysis appears the following: 

“An endeavor is made in this analysis, where appropriate, to point out the 
particular customs provisions as they relate to the obligations of this Govern- 
ment which would arise from membership in the International Trade Organiza- 
tion. In general, passage of these same amendments would enable this Govern- 
ment to make fully effective the administrative provisions of the General Agree- 
ment on Tariffs and Trade, which is now being applied in the United States on a 
provisional basis (that is, where not inconsistent with existing legisletion).’’ 

This language will not be found in the Analysis of the Customs Simplification 
Act of 1951. The 1951 edition, of course, was issued after the legislative failure 
of ITO. 

May I ask that this letter be put into the record immediately at the end of 
my testimony so that its relation to my statement may be readily apparent. 

Sincerely yours, 
O. R. SrRackBEIN, 





Tue Natronat Lanor-MaANAGEMENT 
Councit on Foreion Trape Poniey, 
Washington, D. C., August 17, 1951. 
Hon. Ropert L. Dovenrton, 
Chairman, Cammittee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear Mr. Doveuron: In further reference to the extent to which H. R. 1535 
represents an effort to adapt our statutes to the provisions of the General Agree- 
ment on Tariffs and Trade, I wish to call vour attention to the hearings before 
the Senate Committee on Finance on the Trade Agreements Extension Act of 
1951. On page 1195 of pert 2 of those hearings appears a compilation and com- 
mentary prepared by the State Department entitled ‘“‘United States Laws Incon- 
sistent With GATT Provisions.” 

A reading of that compilation further confirms the statement which I made 
before your committee on August 15, when I testified on H. R. 1535. Without 
enumerating the specific changes outlined in the compilation which would be 
required to bring our statutes into harmony with the provisions of GATT, a 
reading of the text shows unmistakably the origin of a number of the provisions in 
H. R. 1535 in various articles of GATT. 

You will find there the basis for the following provisions of H. R. 1535 relating 
to: Antidumping and countervailing duties; elimination of the use of American 
rice: exclusion from dutiable value of internal taxes; definition of ‘‘usual 
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wholesale quantities’; substitution of export value for foreign value; elimination 
of special marking requirements; use of par values established under the Inter- 
national Monetary Fund; import duties on distilled spirits; processing taxes on 
imported cocoa nut, palm, and palm kernel oil; taxes on oleomargarine, adul- 
terated butter, and filled cheese. 

This reference and tabulation together with the quotation from the Analysis 
of the Customs Simplification Act of 1950 which I sent to vou vesterday should 
remove all doubt that H. R. 1535 reflects faithfully the desire of the State Depart- 
ment to obtain congressional approval of the General Agreement on Tariffs and 
Trade with respect to those provisions which are presently in conflict with existing 
United States statutes. 

I hope that I am not imposing too much on your kindness if I request that this 
letter also be made a part of the record and inserted immediately after my letter 
of August 16 on this subject. 

Sincerely yours, 
O. R. STRACKBEIN. 

The CuatrmMan. The next witness is Alfred FE. Beiter, national presi- 
dent, National Customs Service Association. 

Please give your name, address, and the capacity in which you appear 
for the benefit of the record. 


STATEMENT OF ALFRED F. BEITER, PRESIDENT, NATIONAL 
CUSTOMS SERVICE ASSOCIATION 


Mr. Berrer. Mr. Chairman and members of the committee, I am 
Alfred F. Beiter, national president of the National Customs Service 
Association, an organization of United States customs employees. 
Our members consider themselves shareholders in the customs service, 
As career customs officers (the personnel turn-over in our service is 
relatively small) we have a strong interest in the improvement of 
customs administration. It is our life work; we are proud of it and 
anxious to maintain its present high standard of performance and 
even improve on it. Our continuing interest in better administra- 
tion of the tariff and related laws causes us to welcome and appreciate 
this opportunity to make this statement. 

I might depart from my prepared statement here to add in support 
of my contention that customs workers are career employees that 
when the Bureau of Customs was forced, through budget reductions, 
to discontinue training activities whereby new and old employees are 
trained in customs procedure, our association took over the job. For 
instance, at the port of New York our National Vice President Dovle 
conducted a class for liquidators in 1946, and 168 attended the class. 
He had another class in 1950 with an enrollment of 210. The classes 
ran 10 weeks. The instructors were experienced liquidators, well 
qualified to teach the processes of liquidation. A loud-speaker 
system was purchased to make it possible for all in the class to hear 
the instructors. This was done entirely on our own initiative and 
demonstrates the interest customs employees have in serving their 
Government. I do not hesitate to state that I believe they are the 
best trained men in Government service. Time and again the Bureau 
has tried to get Congress to provide funds to reestablish the activities 
of the Division of Training, but the request has been denied. Funds 
for the Bureau of Customs, it will be seen as | get along with my 
statement, are very short indeed. 

I might also elaborate a little on the question put by Congressman 
Reed to Mr. Strubinger a few days ago as to how the customs service 
acquires men to do the technical work of the Bureau. Mer. Strubinger 
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told you that customs employees are, for the most part, career men 
with 25 or more years of service. The customs service, you will be 
interested to know, is the oldest career Federal service. Employees 
enter customs as young men and climb the career ladder until they 
retire 30, 40, or 50 years later. I took a spot check of one room at the 
port of New York recently. Out of 20 men who occupied the room, 
the oldest employee was 68 with 42 years of service; the youngest 34 
with 14 years of service. One man, 35 years old, had 15 years’ 
service; two others 41 years of age had 16 years each. The service 
of all the others ranged from 20 years to 44 years. This situation is 
universal throughout the United States customs service. 

As Secretary Graham stated, some of these proposals originated in 
MeKinsey & Co.’s management survey of the customs service. Our 
organization prepared and published, at its own expense, a commen- 
tary on the McKinsey proposals, and I am submitting copies of that 
pamphlet earmarked for easy reference therein on such of the proposals 
us are embodied in the legislation now proposed. 

It is our belief that, taken as a whole, the proposed legislation 
will make for improved customs administration and climinate many 
of the uncertainties and hardsbips which plague those doing business 
with customs. We wish to remind the committee, however, that 
there is a whole area of customs operation predicated on the rate 
structure of the tariff which produces as much, if not more, uncer- 
tainty, inequity, and injury than the situations sought to be corrected 
here. The rate structure of the Tariff Act, as amended and reamended 
by the various trade agreements and Presidential proclamations, is a 
hodgepodge. The Tariff Act of 1930 in its original form was complex 
enough, but the innumerable refinements and alterations which have 
been visited on it since its enactment have made it a hair-splitter’s 
paradise. We call your attention to the Tariff Commission’s publica- 
tion United States Import Duties (1950). This has been further 
modified (and complicated) by the Torquay agreement but a glance 
at it will serve to bring home the inordinate complexity and confusion 
of our rate structure. Even if the optimum benefits are derived from 
the proposed legislation they will not relieve, or mitigate, the wid- 
spread dissatisfaction with “the customs’? which arises from this 
confused rate structure. 

We are in complete sympathy with the objectives of this legislation, 
and our comment therefore is in the nature of friendly observations 
on selected portions of the bill, which we feel will fall short of achieving 
the maximum improvement possible, or which will expedite handling, 
or diminish, the customs workload at the sacrifice of proper controls. 

Section 3. Repeal of special marking provisions: We suggest that 
this might be a suitable time to relieve the customs service of the ne- 
cessity for the enforcement of the Wool Labeling Act on imports of 
wool products. This would require amendment of section 9 of the 
Wool Labeling Act of 1939. It would not result in any appreciable 
lessening of the protection afforded the consumer, and should produce 
a worth-while saving in customs manpower, as well as make for faster 
over-all disposition and delivery of imported wool products. 

Section 6. Free entry provisions for travelers: Subdivision (3) of 
subparagraph (b) of paragraph 1798, as proposed, ——s for the 
transit through this country, duty-free, of articles not exceeding $200 
in value, is a useful elimination of red tape, but we suggest that the 
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Secretary of the Treasury be empowered to check these transactions 
to the extent he deems necessary. In this way any abuse of this 
privilege could be nipped in the bud if the necessity arose. Otherwise, 
we are relying solely on a statutory honor system for nonresident 
transients, and, as we have seen in recent weeks, honor systems are 
not proof against human weakness. 

Section 13. Value: We approach this section rather warily since 
the explosive question of customs valuation bases is so intimately 
connected with tariff policy that any extended discussion of the various 
pros and cons would come with doubtful propriety from customs 
employees who must administer whatever provisions are enacted 
dispassionately and impartially, regardless of their individual likes or 
dislikes as citizens, taxpayers, and consumers. Consequently, we 
have limited ourselves to observations which we think are sufficiently 
self-evident as to admit of no dispute when analyzed, and to pointing 
out some probable results of the provisions which may not be fully 
appreciated from a reading of the text. 

There is no question but that the elimination of foreign value will 
produce a considerable saving in custom manpower and acceleration 
of appraisements. We know of no reliable statistics as to the de- 
crease in the amount of duties which will flow from this elimination, 
and it may be, and probably is, true that as against the total of duties 
collected, the decrease will not amount to a significant sum. How- 
ever, the effect will not be uniform oa all imports and there are certain 
commodities on which the percentage of decrease in duty collection 
will be quite substantial. 

United States value and constructed value; deductions and additions 
for general expenses and profits: Under this heading it is noted that 
the analysis provided by the Treasury Department states (p. 19) that 
the actual expenses and profit additions are to be deducted in the case 
of “United States value” and the actual expenses and profits to be 
added in computing ‘‘constructed value.”” However, the text of H. R. 
1535, section 13, would amend present section 402 of the Tariff Act, 
paragraphs (c) (1) and (e) (2), respectively, so as to peg the expense 
and profit items to be used, at the usual trade level, rather than the 
actual figures of the seller or manufacturer involved. In the instance 
of United States value, if the actual expenses and profit are to be 
deductible, the way is open for foreign suppliers through owned or 
controlled subsidiaries in the United States, to land their merchandise 
in this country at a substantially lower figure than American importers 
of competitive merchandise. This could be avoided by making the 
profit and expense deduction a sum equivalent to the actual expense 
and profit but in no case greater than that which is usual in the market 
for merchandise of the same class or kind as that undergoing appraise- 
ment. The same condition would exist for merchandise sold on com- 
mission though to a more limited degree. 

With respect to constructed value, the text of H. R- 1535, as noted, 
makes possible appraisement of merchandise at a value less than the 
manufacturer’s actual figures. This is true under present law but 
may not be of too much significance since appraisement on the basis 
of constructed value figures are to be held io a minimum under the 
projected bill. 

Further, with regard to United States value, the definition of similar 
merchandise found in projected section 402 (g) (4) limits similar 
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merchandise to merchandise produced in the same country as that 
undergoing appraisement. Present law requires only that the similar 
merchandise used in appraisement be imported merchandise. The 
effect is to debar the appraisement of some goods under United States 
value and throw it into comparative value or constructed value, each 
of which is a less desirable base. It is questionable that such narrow- 
ing of the scope of United States value was intended by the drafters 
of the bill. 

As the Department’s analysis infers, it is not possible to draft the 
law so as to close every loophole and prevent maneuvering by ex- 
perienced traders to have their merchandise appraised on a basis which 
gives them a competitive edge. No one can foresee, or provide, 
exactly equal customs treatment for the endless variety of situations 
which the world’s commerce produces, nor can the judicial interpreta- 
tion of so much new language be predicted with complete assurance. 
These considerations have been very much in mind in making these 
observations on the valuation provisions of H. R. 1535. 

Section 21. Customs supervision: We think it would be a serious 
mistake to enact this section in its present form. If enacted, this 
proviso could mean the end of genuine customs supervision and con- 
trol, and the substitution therefor of theoretical or paper controls. 
We unreservedly accept the Department’s statement that this provi- 
sion is requested only to prevent possible judicial upset of present 
supervisory practices with regard to marking, but we respectfully 
submit that this cure is worse than the disease. Customs supervision 
and control is skimpy enough now, in spots, without the enactment 
of an “anything goes” provision such as this. This provision would, 
in effect, be read into every section of the tariff, which requires that 
the Customs ensure that certain things are done. It is no answer to 
say that there is no intention of lessening customs supervision. Tariff 
provisions are long lived and administrative personnel change. Sec- 
tion 21 is potentially very dangerous and there is no need for it to be 
so. Two things should be done with regard to customs supervision. 

First, the Bureau should be given what it needs for the problem it 
poses. This should not be difficult. Probably a proviso making the 
validity of any method of operation adopted by an authorized officer 
of the customs incontestable by any Government agency would meet 
the need. This would preserve the present right of importers to 
litigate the validity of customs actions. 

Second, review the present practices of the customs service with 
respect to supervision by customs officers. The basic tariff provisions 
involved have been in effect over 20 years and a review of the super- 
visory practices which have become established thereunder should 
seem to be a very useful study for the committee and quite salutary for 
the customs service. Involved is the enforcement, and therefore, the 
effectiveness of much of what Congress has seen fit to write into the 
tariff act. It is not possible for Congress to spell out for every opera- 
tion requiring customs supervision the precise nature and extent of the 

we p ; _ ; 
supervision desired. The Customs Bureau, and the Treasury De- 
partment, must constantly employ their best judgment to decide for a 
given situation the nature and degree of the supervision necessary to 
effectuate the legislative mtent. "And, as can be seen by the judicial 
holdings which the Department seeks by this section to counter, these 
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decisions are ones about which there can be honest differences. The 
nature of customs supervision is such, and the pressure of practical 
considerations on administrative officers so great, that some guidance 
as to what congressional policy is in this particular, should be provided. 
Ideal customs supervision is direct, immediate, continous. Prac- 
tically some compromise with 100 percent supervision must nearly 
always be made. The importance of the operation supervised, the 
effectiveness of any substitute method, are obvious considerations 
which usually justify a spot check, or some equivalent type of super- 
vision. Spot checking and other forms of supervision short of the 
ideal, are wholly proper methods of supervision, but the danger of 
them, which is not always recognized, is that when they are used over 
a long period of time they tend to become progressively weaker. 
And when money is tight, and manpower short, they lend themselves 
to gradual siackening until the substance of supervision has leached 
away and only the form remains. Money is very tight in the customs 
and manpower short. Administrative officials are constantly on the 
alert for savings which will enable them to deploy their overextended 
forces more effectively. Uunder such circumstances, and with the 
implied blessing of private management consultants, there is a mount- 
ing urge to adopt the principle of the calculated risk to situations where 
there is more risk than calculation. 

Attached to copies of this statement, which IT believe have been 
distributed by the clerk, is the pamphlet containing the comments 
of our association on the so-called MeKinsey report covering the 
Bureau of Customs. As 1 explained at the begining of my statement, 
these comments explain our position on the various recommendations 
made by the McKinsey management consulting firm. We hope that 
our comments on the MeKinsey report, and our recommendations for 
amending H. R. 1535, will receive your earnest consideration. We 
have spent considerable time and effort in preparing these comments 
and im studying the bill now before you. Each proposal contained 
in the bill has been studied by members of our association who are 
well qualified, through long experience in customs work, to comment 
thereon. We feel, therefore, that our recommendations are techni- 
cally sound and worthy of consideration. 

Thank you. 

The CnairmMan. Does that complete your statement? 

Mr. Berrer. Yes. 

The Cnareman. Are there anv questions? 

Mr. Reep. Mr. Beiter, I am very interested to see you here. 
I just want to say Mr. Beiter represented a district very ably that is 
situated not very far frem my district, and I am glad to see him here. 

Mr. Berrer. Thank you, Mr. Reed. 

Mr. Simpson. Mr. Beiter, vou are representing here, at the present 
time, men who actually work on customs; are you not? 

Mr. Berrer. That is right. 

Mr. Simpson. I followed your statement carefully, and my con- 
clusion is that vou consider this simplification bill good in many 
respects, but you make suggestions of what apparently are quite 
important amendments. Are vou prepared to say whether without 
those amendments vou think the bill would simplify the customs work? 
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Mr. Berrer. Without the amendments; no. I think the amend- 
ments should be in in order to simplify it. 

The Cuarrman. If there are no further questions, we thank you 
very much for your appearance and the very interesting statement 
you have made to the committee. 

Mr. Berrer. Thank you, Mr. Chairman. 

(The committee thereupon adjourned until Thursday, August 16, 
1951, at 10 a. m.) 
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THURSDAY, AUGUST 16, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEANS, 
Washington, D.C. 
The committee met at 10a.m., Hon. Robert L. Doughton (chairman) 
presiding. / aaa 
The Cuatrman. The first witness on the calendar this morning is 
Mr. Richard H. Anthony, secretary, the American Tariff League of 
New York. 
Mr. Anthony, will you please state your name, address, and the 
capacity in which you appear for the benefit of the record? 


STATEMENT OF RICHARD H. ANTHONY, SECRETARY, THE 
AMERICAN TARIFF LEAGUE, INC, 


Mr. Antony. My name is Richard H. Anthony. I am secretary 
of the American Tariff League with headquarters in New York City. 

Mr. Chairman and members of the committee, the effectiveness of 
a tariff system depends not only upon proper rate setting, but also 
upon proper customs administration procedures. Genuine attempts 
to simplify and improve customs procedures are praiseworthy. The 
league has examined H. R. 1535 to determine whether its purpose and 
effect is truly to foster customs simplification and efficiency. 

Fundamentally the league is interested in the preservation and 
improvement of a tariff system so designed that the American producer 
can compete fairly in the domestic market with imports from foreign 
countries where wages and living standards are lower than ours. 
Labor, suppliers, and communities where such producers are located, 
have an equal interest in such a tariff system with the individuals and 
groups who invest in or manage these American enterprises. 

An effective tariff system must attempt to reconcile a number of 
variables and to arrive at a rate of duty for each commodity that will, 
for a time at least, tend to achieve that fair competition of which we 
have just spoken. The fact that there are variables and that an 
approximate, rather than an exact, equalizing factor is the object of 
any attempt to set rates of duty, has always been the basis he the 
league advocating a truly flexible tariff system. 

The chief variables in tariff-setting are domestic ana foreign prices, 
and the fluctuating exchange rates of national currencies. Price be- 
comes translated into value for customs purposes by the operation of 
certain formulas, and value is expressed in dollars through the con- 
version of the foreign currency involved in any particular shipment. 
In the cases of ad valorem rates of duty, including those compound 
rates, in each of which there is an ad valorem as well as a specific 
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rate, comprising roughly two-thirds of our total rates, valuation, as 
converted into dollars, becomes translated into an effective duty by 
the mere arithmetical application of the ad valorem percentage. 
Hence the ad valorem rate of duty is not in itself the determinant of 
how effective an equalizing agent a particular tariff rate may be. It 
is only the multiplying factor. To illustrate: a tariff rate of 10 percent 
ad valorem, aad to an item valued at $10 works out to $1, but if 
the basis of valuation or the method of currency conversion is changed 
so that item is valued at $5, the tariff rate—-still 10 percent—-works 
out to 50 cents. 

Thus the effective rates of duty depend on how the variables are 
resolved, and thus the league has a vital interest in the proposals, in 
this bill, for changing the methods of resolving such variables. 

The effectiveness of rates of duty also depends upon the efficient 
and honest functioning of the customs service. Fortunately, our 
customs service has been free from the taint of corruption for several 
decades and has performed and is performing its tasks efficiently. 
Publicized “horrible examples” of imported items, claimed to have 
been wrongly classified or wrongly appraised by the customs service, 
are infinitesimal compared to the total number of entries of imported 
goods. Since the war the customs service has handled expeditiously 
the ever-increasing record volume of imports, which routine procedure 
would hardly be possible if the service were inefficient, or if the customs 
laws and regulations were fundamentally outmoded. 

There is undoubtedly room for improvement in customs laws, regu- 
lations and administration, and the league favors genuine improve- 
ment. At the same time, the league would like to set the record 
straight and exonerate the customs service of the inefficiency some- 
times charged against it by those who are impatient of all customs 
controls. 

Although, as stated earlier, changes in customs procedures may 
impair the effectiveness of rates of duty and are thus of vital interest 
to the league, we were not consulted while this bill was being drafted 
and considered by the executive departments, although importing 
groups were called in for advice and their suggestions considered. 
We have a justifiable apprehension, therefore, that the bill is inimical 
to the interests of our members, and that feeling understandably 
makes us look upon it with some suspicion. 

In view of the fact Mr. Graham, Assistant Secretary of the Treasury, 
specifically mentioned the American Tariff League in his testimony 
last week as one of the groups who were consulted at the time the 
McKinsey organization was making its study, I believe I ought to 
explain my previous statement. 

Representatives of the McKinsey organization did come to our 
office and tell us they were studying the administration of customs 
and indicated to us that most of the changes they were considering 
would be routine procedures only, would “probably not necessitate 
changes in the law, and they were wondering whether we would have 
an interest. We explained “Yes; we would have an interest,” pro- 
vided any of the changes changed the effective level of rates of duty. 
We also explained we were not importers in the ordinary routine of 
business, and therefore it would not be to our interest to offer sug- 
gestions as to changes. However, we sent them to some customs 
attorneys whom we knew would not only be familiar with customs 
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procedures but would also have the position of the American producer 
in mind as to how any changes would affect them. 

We never saw the report, of course, because that was not made 
public, but when this bill was being drafted the bill itself was circulated 
quite widely among importing groups, and we heard it was being 
circulated, and one of the local newspapers published a story in 
New York on the provisions and analyzed them quite extensively; 
but we were not consulted. 

Curiously enough, when the bill was introduced and we had an 
opportunity to examine its provisions, we discovered that those 
provisions, which the Treasury says had their origin in the McKinsey 
study, are the ones to which we finally have no objection, and it is 
only those sections of the bill that have other origin than that to 
which we have objection, as will be pointed out later. 

We are particularly aware that this bill is a “package” of provisions 
which would make our laws correspond to the principles of the General 
Agreement on Tariffs and Trade, commonly called GATT, negotiated 
at Geneva in 1947, and to the protocol of provisional application of 
which the United States is a signatory by executive action under the 
assumed authority of the Trade Agreements Act, and without reference 
to Congress for express ratification. This bill, if enacted in its present 
form, would permit the President to deposit an instrument of ac- 
ceptance of GATT, and thus pave the way for its entering into full 
force despite lack of express congressional ratification. 

We submit that we are reasonably justified in believing that defini- 
tive acceptance of, and full commitment to, GATT rather than an 
objective approach to customs simplification has dictated the ingredi- 
ents of this bil. 

This, of all times, is the least propitious for tying the hands of the 
United States under the present and potential provisions of GATT. 
The State Department seems hampered in its efforts to carry out 
immediately the congressional imstruction to withdraw benefits of 
tariff concessions from Czechoslovakia, as a Communist-controlled 
country, because of our provisional commitments under GATT. Our 
United States representative at Torquay, without any mandate from 
Congress, agreed that the United States would not mvoke the right 
of withdrawing concessions under the general escape clause in article 
XXVITL of GATT, until January 1, 1954. Previous to that pledge 
we had the right to escape, beginning January 1, 1951. Thus we 
have thrown away one of our bargaining weapons of retaliation. For 
example, we are weakened in attempting to deal with Cuba, which is 
currently maintaiming discriminatory and restrictive trade practices 
that are hurting our export industries. 

We cannot afford to let ourselves be boxed in further by executive 
action. In order to keep clear of a definitive commitment to GATT, 
H. R. 1535, as drafted, should not be enacted. ; 

Thus we are fundamentally opposed to this particular bill, as drafted. 
We had been encouraged to hope that a substitute bill, having for its 
real purpose the simplitication of customs procedures, and not tailored 
to fit GATT, would be the subject of these committee hearings, so 
that it could be discussed by witnesses, on its merits and free of the 
shadow of GATT. Unfortunately, we must address ourselves only 
to this bill. 
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Considering individual provisions of H. R. 1535 on their merits, 
we find there are many sections to which we would have no objections 
if they were not tied into this particular “package” bill. On others 
we have no definite objections or reservations. 

So long as our Government adheres to a policy of maintaining 
tariffs—and there is no present likelihood of its abandoning such 
a policy—a customs service must handle the importation of goods 
according to the will of Congress, must protect the Government 
against loss of revenue through dishonesty or mistake, and must so 
administer the laws and regulations that the effective level of tariff 
duties, set according to congressional authority, is properly main- 
tained. The Congress ought to consider whether the provisions of the 
proposed Customs Simplification Act of 1951 would tend to demoralize 
the customs service and thus prevent it from carrying out effectively 
the purposes of our tariff policy. In other words, do some of the 
provisions of the current bill constitute an attempt by indirection to 
reduce the effective level of tariff rates? 

We believe that, for reasons to be set forth hereafter, sections 13 
and 14, relating to valuation, and section 20, relating to conversion 
of currency, would tend to impair the effectiveness of rates of duty, 
without simplifying procedures, and are thus undesirable. We 
believe that section 17, on amendment of entries, should be changed, 
and we shall have some comments on sections 2, 3, 22, 23, and 24. 
To all other sections, we have no objections and no individual 
reservations. 

Section 13, and its supplementary section 14: Today we have five 
valuation categories: (1) Foreign value; (2) export value; (3) United 
States value; (4) cost of production; and (5) American selling price. 
Section 13 would eliminate foreign value and hence the current neces- 
sity of determining whether foreign or export value is the higher. We 
recognize the diiliculty, under today’s conditions, of determining 
foreign value and we would have no objection to seeing it eliminated 
and requiring initial recourse to export value. 

Section 13 starts off with export value, to which procedure, as has 
just been said, we have no objection in principle. However, export 
value and its terms have been redefined in this bill in such a way as 
to depart from present criteria. United States vaiue is also redefined. 
Instead of the current cost-of-production basis for valuation, section 
13 provides for two new forms: comparative and constructed value. 
Comparative value requires the appraiser to find an equivalent value 
to export value, if tne latter cannot be ascertained, or to estimate such 
equivalent on the basis of export or United States value, but offers 
him only the most general criteria upon which to base his judgment. 
American selling price is eliminated. 

The reason advanced for eliminating foreign value is that it is no 
longer a realistic basis for valuation, and with that reason we agree. 
The only reason we have heard advanced for the other changes and 
the elimination of American selling price is that they would make 
United States customs law and practice conform to the provisions of 
GATT. We do not consider that reason valid. 

Here is what GATT says, in article VII 2 (a) thereof: 

The value for customs purposes of imported merchandise should be based on the 
actual value of the imported merchandise on which duty is assessed, or of like 
merchandise, and should not be based on the value of merchandise of national 


origin or on arbitrary or fictitious values. 
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The above-quoted language is also contained in article 35 of the 
moribund Habana Charter for an International Trade Organization 
(ITO). The United States Tariff Commission, in its report on that 
charter to the House Ways and Means Committee, dated May 1949, 
declared: “The United States does not use arbitrary values.” The 
report then points out that American selling price is in conflict with 
the requirement that value ‘should not be based on the value of 
merchandise of national origin.”’ 

Those statements, taken together and given their ordiaary meaning, 
are the equivalent of saying that our current valuation procedures are 
based on “actual value.”’ It is respectfully but emphatically contended 
by the league that our valuation procedures, iucluding American 
selling price, represent “actual value” as that term is curreatly 
understood. GATT apparently recognizes this is so, because, in 
order to induce the United States to change its current practices, it 
bars “value of merchandise of national origin,’ which climinates 
American selliag price, by a special clause, and then to accomplish 
other changes in our practice, it sets up its own arbitrary and ambigu- 
ous definition of ‘actual value” as follows: 

‘‘Actual value”? should be the price at which, at a time and place determined 
by the legislation of the country of importation, and in the ordinary course of 
trade, such or like merchandise is sold or offered for sale under fully competitive 
conditions. To the extent to which the price or such or like merchandise is 
governed by the quantity in a particular transaction, the price to be considered 
should uniformiy be related to either (i) comparable quantities or (ii) quantities 
not less favorable to importers than those in which the greater volume of the 
merchandise is sold in the trade between the countries of exportation and 
importation.! 

We contend that this ambiguous definition brings us no nearer 
“actual value”’ in its true sense than we are today and that to force 
our procedures to conform to the definition is neither simplification 
of customs practice nor progress. As for elimination of American 
selling price, that was advanced by the United States, and only the 
United States, in its suggested ITO Charter issued in 1946. The 
overwhelming majority of products to which American selling price 
applies are chemicals, once exclusively made in Germany, and the 
reason for applying to them that particular valuation method was to 
safeguard an essential American industry for security reasons. If any 
foreign country was interested in eliminating American selling price 
for those items it could only have been Germany, and she was our 
enemy when the proposals were drafted and would hardly have been 
consulted about them. As to the other products to which American 
selling price applies, Japan has been the chief country of origin, and 
she also was our enemy when the suggested ITO Charter was drafted. 

The whole argument—that we must change our valuation proce- 
dures because of our comm'tment to an international agreement— 
falls down when we realize that it is our State Department that 
initiated the idea of this change and made it the subject of inter- 
national negotiation without any express authority from Congrcss. 

It seems to us, therefore, that the question of change in valuation 
should be discussed on its merits, considering the best interests of 
the United States, free and clear of any moral pressure engendered by 
international commitments. 





‘From GATT, art. 7 (2) (b). 
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On that basis, we cannot find any real justification for the changes 
proposed, except for the elimination of foreign value. The redefined 
export and United States values, and the vague and ambiguous 
language of comparative and constructed values throw the entire 
system of valuation open to new rulings, legal wrangling, and court 
interpretation. This is change without progress, and certainly with- 
out simplification. 

American selling price is performing a useful function and since 
there are no valid arguments for eliminating it, why not let it continue 
to serve its purpose? 

As we read the language of section 13 —and it is difficult to visualize 
all the changes contemplated— customs appraisers would soon become 
discouraged from trying to protect the revenue and maintain the 
effective level of rates fixed under congressional authority. Standards 
are not clear. Much is left to individual judgment. Ultimately ap- 
praisers would be taking the easiest coursé, accepting invoice value 
without ever questioning its accuracy, and we would see the customs 
service become subservient to the importer, to the detriment of the 
American producer dependent upon a tariff to preserve his competitive 
position in the domestic market. 

This bill cannot be approached ina vacuum. We must take account 
of the realities of today’s trends. Tariffs are being drastically 
reduced every few months. Escape ron have proved of doubtful 
value to Ame rican producers in the past, but, with the liber ‘alized 
provisions which Congress wrote into » the ri rade Agreements Extension 
Act of 1951, the American producer is hoping that the escape clause 
will now be an eflective remedy for injuries due to imports. In the 
meantime, we urge that nothing be done to nullify this advance or to 
undermine what ts left of our tariff structure. Hence, we look with 
profound apprehension on sections 13 and 14, which, we fear, would 
undermine that structure and give the benefit of the doubt to the 
importer, to the detriment of the American producer. 

Section 20. Conversion of currency: We believe that under present 
law it is possible to establish conversion rates for foreign currencies 
into dollars in a way that refleets current buying rates. The proof 
is that we are doing it. Yet section 20 proposes to change current 
procedures with the avowed purpose of achieving a realistic conversion 
policy. 

Section 20 would tie our conversion methods to the International 
Monetary Fund. We consider that step inadvisable because the 
record of IMF as an arbiter of exchange rate fixing is not impressive. 
It. has never exere ised leadership in e 'stablishing conversion rates based 
on the realities of the various currencies. [It has merely accepted 
rates which the various countries themselves have proposed. It is 
likely that IMF was set an impossible task under world conditions 
today. Whether it is lox or ineseapably unable to guide nations to 
realistic currency rates, the fact is that it does not occupy an influ- 
ential role. 

Until we have greater public confidence in the International Mone- 
tary Fund. we believe the United States should not tie its currency 
conversion to IMF determinations, and we suggest that the present 
method of currency conversion be continued, 

Section 17. (a) Amendment of entries: The recommendation made 
by the National Council of American lmporters that the language of 
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section 17 (a) of this bill, on line 23 of page 28 thereof, be amended 
by adding the following: “and by inserting in lieu thereof ‘, or at any 
time before the appraiser has signed his report of value to the col- 
lector.’ ’’, is endorsed by the league. The reason, advanced by the 
council, that the provisions of the current law, which permit an amend- 
ment of entered value before appraisement, have served a useful pur- 
pose and should be continued, impresses the leaeue as sound. 

Section 2. Antidumping and countervailing duties: The changes 
propose ul in these sections are prine ip: ally of academic interest. because 
our Government has shown little ine ‘ination over the vears to invoke 
the provisions of our laws which these sections modify, and because 
currently many countries do not permit the disclosure of information 
which would enable us to invoke them. The chang Ss proposed in 
section 2 do not remedy either situation. In other words, whether 
section 2 is enacted or not, the American producer has no confidence 
that his competitive position will be safeguarded against the dumping 
of foreign goods in this country or against foreign export subsidies. 

Despite the difficulty of determining foreign prices and subsidies as 
a basis for action under the antidumping and countervailing duty 
sections, it is frequentiy obvious from the landed cost of fo rds that 
they are below fair value and hence the country of origin, if it operates 
state-controlled industries, is certainly guilty of discriminatory trade 
practices. In such cases the President ought to feel free to exercise 
or threaten to exercise his prerogative under the Trade Agreements 
Act, and withhold from such a country duty concessions which have 
been genert alized to it, and to withdraw concessions initially negotiated 
with it, unless such diseriminatory practices of the offending country 

re terminated. 

In those cases of dumping or export subsidy where our antidumping 
or countervailing duty laws could still be effective, present prov isions 
are adequate, providing the Government is willing to act and act 
vigorously. The amendments proposed in section 2 seem to be based 
on the assumption that we need restraints on our powers to invoke 
these provisions. It is not restraint, but a more vigorous application 
of our laws, that is needed. The amendments proposed in section 2 
constitute another instance of a change dictated, not by any real 
need of amending these particular laws, nor by any objective attempt 
to simplify them or make them more efficient, but so as to bring our 
statutes into line with the provisions of GATT. 

Aside from these considerations we have comments to make on the 
proposal in section 2 to make “material injury” instead of mere 

‘injury’? to an American industry a condition precedent to invoking 
the antidumping law, and on the proposal that an American industry 
be “materially injured” before the countervailing duty provisions can 
be invoked. 

The American producer has come to feel that no i i iry of his due 
to inadequate tariff will be redressed unless he is virtually bankrupt. 
He certainly has had little suecess with the so-called escape clause in 
our trade agreements. To add a requirement of LMU’ us a condition 
precedent to obtaining relief from foreign export subsidies and to re- 
quire that the injury be “material” in that case and in the case of 
dumping, seems to the American producer, for whom Congress has 
provided a tariff, like offering encouragement with one hand and ex- 
tinction with the other. 

87474—51——_28 
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If our Government is sincere in its belief that trade with friendly 
nations should be nondiscriminatory it should be alert to meet acts of 
dumping and export subsidy with countermeasures on the principles 
involved, and not base its action on whether or not this or that Ameri- 
can industry is injured to a degree not clearly defined in our present 
laws nor by the amendments proposed in this bill. 

Section 3. Repeal of special marking requirements: If the sole 
purpose of this section is to eliminate special marking requirements 
from individual paragraphs of the tariff schedules and to apply to all 
imported articles the basic marking requirements of section 304, it is a 
move of simplification to which we have no objection. Requirement 
of marks of origin oa imported articles is essential to the efficient ad- 
ministration of our customs laws. Hence, Congress should be certain 
that the proposed repeal of these special marking requirements does 
not permit the importation of goods so poorly marked that the Ameri- 
can purchaser is unable easily to learn the country of origin of the 
article he is contemplating purchasing. 

Since mist foreign producers which have any pride in their products, 
and which are interested in repeated sales, place their names and that 
of their countries on their products as a matter of course, mandatory 
requirements are chiefly necessary to assure adequate marking i in the 
case of goods of inferior quality, or of such low price as to warrant a 
suspicion of dumping. The reputable foreign producer benefits from 
the efficient administration of marking requirements. 

Congress should insist that repeal of the special marking require- 
ments as proposed in section 3 not be accompanied by any relaxation 
of efficient administration by the customs service of the basic marking 
requirements of section 304 of the Tariff Act. 

Section 22. Delegation of authority: This section authorizes the 
Secretary of the Treasury to “confer or impose’? upon any of the 
employees of the customs services, the rights, privileges, powers, or 
duties vested in him by the customs laws. Everything depends upon 
the administration of this provision by the Secretary and it is to be 
hoped and perhaps assumed that he would delegate only such rights, 
and so forth, to the individual employees as would be fitting to their 
tasks and capabilities. However, the language is broad and permits 
blanket delegation of power. 

It is suggested that the Secretary of the Treasury and the Com- 
missioner of Customs be called upon to explain the reasons for request- 
ing this wide power of delegation and whether and at what level of 
authority a narrower delegation might be allowed consistent with 
maintaining the efficiency of the customs service. 

Perhaps Mr. Nichols, in his explanation of that, went into it—I was 
not here-—-when he went through the latter part of the law section 
by section. 

Section 23. Conversion of processing taxes to import taxes; and 

Section 24. Repeal of discrimination against imports in certain 
internal revenue taxes: The league never appears on behalf of any 
industry or commodity, and therefore what is said regarding these two 
sections is on the principle involved and not on the commodities 
affected. 

The reason for these changes is to adjust our laws to conform with 
the requirements of GATT. First our State Department proposes 
GATT, then agrees to put GATT into provisional application without 
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ratification by Congress. The agreement carries a commitment to 
press for a change in our laws to make them conform to GATT pro- 
visions. Now you are asked to make these changes to bring our laws 
into harmony with GATT. 

Undoubtedly individual producers of the commodities concerned are 
making their views known to this committee. We respectfully urge 
the committee to consider their views on the merits, free and clear of 
any supposed commitment to principles of GATT, which, because 
Congress has not ratified them, have no definitive standing. 

In conclusion, may we recapitulate our position. We have strong 
objections to sections 13 and 14, except for the elimination of foreign 
value, and to section 20. We agree as to the need of amending the 
language in section 17 (a). We believe that changing the antidumping 
and countervailing duty provisions, as proposed in section 2, weakens 
our international bargaining position. We wish to be sure that sec- 
tion 3 will not relax the efficiency of our basic marking requirements. 
We want to know more about the need of extending delegation of 
authority under section 22. We ask that your committee consider 
on their merits the arguments of American producers of commodities 
affected under sections 23 and 24. 

The CuairMan. Are there any questions? 

Mr. Jenkins. Let me ask you just one general question. I do 
not want to duplicate any matter that was brought out yesierday, but 
you complain about the adherence or the tendency, ai least, of adher- 
ence, if this law is passed, to the provisions of GATT. 

Mr. Anruony. Yes, sir. 

Mr. Jenkins. How much complaint has been made to the authori- 
ties that are now promulgating the GATT provisions and foisting their 
practices on us? What shape does that complaint take? Has it 
been positive and clear? 

Mr. Anrnony. Congress, of course, has been positive by inserting 
a caveat in the last extension of the Trade Agreemeiits Act stating 
that the extension was not to be considered as approval or disapproval 
of the provisions of GATT. Many of us private organizations, both 
at the time the Habana charter was under consideration—and, of 
course, GATT has many of the provisions of the Habana charter 
and since have forcibly brought to the attention of the executive 
branch and committees of Congress whenever the question has come 
up that GATT should be considered in Congress on its own and should 
not be allowed to slide through by indirection and permit the execu- 
tive branch to bring out in a definitive way the explanation and have 
it aired thoroughly in Congress. We have made that plea many 
times. 

Mr. Jenkins. Have the views of your organization or the views of 
any special importer or individual who feels he has been aggrieved 
by a decision of the Department taken with reference to GATT 
ever reached a straight-out issue on the matter of the enforcement of 
the provisions recommended by GATT as against the individual who 
claims it does not apply to him? 

Mr. Anruony. It is hard to answer that, because it is difficult to 
get to the people who are dealing under GATT. They are representa- 
tives of the executive branch of the Government. Of course, you 
have the right to communicate with them and express your views, 
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but what they do is not made public—at least, not immediately— 
and when it is, it is only in generalized terms. We still do not under- 
stand, for example, what happened at the last Torquay Confgence in 
negotiations with Cuba. The renegotiation of certain concessions 
that Cuba made to us was taken up there, but we do not understand 
under what authority or whether the domestic producer was con- 
sidered particularly in that renegotiation. 

It is almost impossible to determine whether representations made 
to the executive branch filter down to those who are doing the actual 
negotiating and bargaining under GATT. 

Mr. Jenkins. Let us take this position and see if this is right. 
Suppose here is Mr. A who is aggrieved because of the adherence of 
the Department officials to GATT, and he disputes with them; he 
has been injured and has lost money and lost trade, and he has what 
we consider is a good case. If we pass this legislation as it is proposed, 
it will encourage the Government authorities to further insist on their 
position and therefore will do further injury to Mr. A. Is that right? 

Mr. Anrnony. It might very well have that effect. If this bill 
were passed as it is drafted, our laws would then conform to the 
provisions of GATT. They would permit the President to file with 
the United Nations an acceptance of GATT for the United States. 
We all know the United States is the principal country interested in 
it and that other countries are merely waiting to see what the United 
States does—what provisions they definitely accept in GATT. So 
that as soon as countries representing 85 percent of the trade involved 
of those countries that ortginally signed it definitively accept it, it 
comes into being. So we feel that the passing of this bill starts that 
procedure that ultimately leads to the definitive acceptance of GATT. 

Mr. Jenkins. I notice vou use the expression ‘merchandise of 
national origin.” That in itself does not mean very much. Specifi- 
cally what application do you give to that? In giving it meaning, 
how far does it reach? 

Mr. Anrnony. That is aimed specifically at eliminating the 
American selling price. The words “national origin” are in GATT, 
because GATT is an international agreement and they could not 
specifically name one country or another; so they made it general 
and said there should be no value based on goods of national origin. 
Translated into terms of each country, in the United States it means 
there shall be no value based on goods of American origin, in France 
based on goods of French origin, ete. I think it has been admitted 
that it is aimed specifically at eliminating the American selling price. 

Mr. Jenkins. In other words, that phrase “national origin’ is in 
the immigration laws and in the laws on a good many subjects, and 
it means different things in different places; but to an manimate 
thing like goods, probably, or merchandise, | do not know whether 
every article would be totally of national origin. For instance, there 
are goods made in this country—commodities—that will have articles 
that have been imported and so forth. Would not that raise a lot 
of confusion as to whether an article was of national origin? It 
looks like everv part of the thing would have to be produced in this 
country under that phrase “national origin.” 

Mr. Anrnony. We agree that that particular definition in GATT 
is ambiguous. We have accepted what they have said, that it would 
eliminate the American selling price and that was the plan. 
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Mr. Jenkins. I see it would do that; it would apply to the American 
selling price and would eliminate that, anyway. 

Mr. Simpson. Mr. Anthony, is it your contention that a complete 
endorsement of this bill as presented is tantamount to approval of 
the general agreement on tariffs and trade? 

Mr. Antruony. Yes, sir; for the reason it brings our United States 
law into line with the provisions of GATT. 

Mr. Simpson. You must mean, then, that all of the agreements 
under the GATT agreement which were made by our negotiators and 
which were not in conformity with our law are corrected in this 
customs simplification bill? 

Mr. Antuony. That is our belief, 

Mr. Stmpson. The general agreement on tariffs and trade has never 
been presented to the Congress for approval; has it? 

Mr. Antnony. It has not, sir. 

Mr. Simpson. It is being presented, however, in effect, in this 
customs simplification bill? 

Mr. Anrnony. That is the effect of it in our view. 

Mr. Simpson. On page 6, at the bottom of the page, you refer to 
your objection to sections 13 and 14. | notice your agreement to 
eliminating foreign value and substituting for that export value, vou 
seem quite definite on that; vet vou do not agree, as | understand your 
statement, with a basis or any expressed basis as to how to determine 
export value. 

Mr. Anrnony. Yes. We would use the present basis. In other 
words, we would take the present section 402 

Mir. Simpson. You mean in existing law, or in this bill? 

Mr. Anruony. Under existing law, the Tariff Act of 1930. 

Mr. Stimpson. Does this bill not change that? 

Mr. Anrnony. This bill changes it completely. 

Mr. Simpson. That is what I mean. You approve this bill in its 
definition of export value? 

Mr. Anruony. If vou read the definition of export value in this 
bill and read the old definition of export value, they will seem much 
the same. But the reason it is changed is that they have defined the 
term “export value” differently in this new bill so that different mean- 
ings are given to it. 

Mr. Simpson. Then my question is, Do you approve of “export 
value” as defined in this customs simplification bill? 

Mr. Anruony. No, sir; we do not. 

Mr. Simpson. Then, for the purpose of our consideration of the 
customs simplification bill, you are not willing to substitute “export 
value” as defined in this bill for “foreign value’’? 

Mr. Anruony. That is right. 

Mr. Simpson. Then, so far as this bill is concerned, you are opposed 
to sections 13 and 14 in their entirety? 

Mr. Anrnony. Yes, sir; we are. But we are agreed to the present 
section 402 of the Tariff Act of 1930. We are willing to see “foreign 
value’ dropped and hence the requirement that the appraiser must 
determine both values and determine which is the higher. 

Mr. Smupson. Under existing law as it is today, you are willing to 
have eliminated “foreign value” and substitute the existing definition 
of “export value’’? 

Mr. Anrnony. That is right. 
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Mr. Reep. Mr. Anthony, I think the subject has been very thor- 
oughly covered by you. | have a deep concern with regard to this 
attempt to drag ITO and GATT provisions in under the psychological 
name of “simplification.” Simplification makes a great appeal, 
whether it is applied to taxes or what-not, but covered under that 
title here is an attempt to lower tariffs and lower them below a point 
where they can properly lower them under a trade agreement. Is not 
that right? 

Mr. Anrnony. We feel that would be the effect of the change. 

Mr. Reep. Is it your opinion that the provision listed in the 
extension of the Trade Agreements Act should be left in that act, if 
this bill should be reported out, in order to stress the fact that this 
bill does not indicate approval of ITO or GATT? 

Mr. Anruony. Yes; we would like to see that done. 

Mr. Reep. It ought to be done as a matter of self-respect by 
Congress, because Congress has indicated its opposition to the pro- 
visions; yet we find them dragged into this legislation through the 
back door, as I say, under this rather appealing title “Customs 
Simplification.”” We are willing to go along on the simplification, but 
we do not like to be deceived by having those things brought in here 
that Congress has already substantially repudiated. 

Mr. Anruony. That is the position I take, Mr. Reed. 

Mr. Reep. Thank you very much. 

The Cuarrman. If there are no further questions, we thank you, 
Mr. Anthony, for your appearance and the information you have given 
the committee. 

Mr. Anrnony. Thank you, Mr. Chairman. 

Mr. Jenkins. Mr. Chairman, I would like to ask unanimous con- 
sent to insert in the record at this point, unless it has already been 
inserted, a statement by the President of the United States Customs 
Warehouse Officers Association of the Port of New York. I under- 
stand they sent a letter to the clerk, Mr. Davis, and also sent a letter 
to me asking its insertion, and I do not know whether it has previously 
been inserted. 

The CuatrMan. Without objection, it will be made a part of the 
record. 

(The matter above referred to is as follows:) 

Brookiyn, N. Y., August 9, 1951. 
CierK, House ComMirreEE ON Ways AND MEANs, 
House of Representatives, Washington, D. C. 

Sir: With regard to H. R. 1535, now pending before vour committee, on which 
a hearing was held August 6, 1951, may we hereby respectfully request permission 
to file the attached statements of our association objecting to the entire section 
21 thereof. 

Very respectfully, 
Tue Unirep States Customs WAREHOUSE OFFICERS 
ASSOCIATION OF THE Port or New York, 
By Raymonp F. McDowna.p, President. 


STATEMENT RY RayMmMonp F. McDona.p, PRESIDENT oF THE UNITED STaTEes 
Customs WaREHOUSE OrFriceRsS ASSOCIATION OF THE PoRT oF New YorK 


With regard to section 21 of the proposed Customs Simplification Act as now 
embodied in H. R. 1535 pending before the Committee on Ways and Means, it 
is respectfully submitted for consideration that said section 21 is broad enough 
to permit relaxation of all types of customs supervision, and, for the reasons 
outlined in the attached supplementary statement, is therefore believed to be 
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contrary to the Tariff Act of 1930, as amended, which was written with the saving 
clause that the Secretary of the Treasury shall establish and promulgate only 
such rules and regulations as are not inconsistent with the law. 

Consequently, any existing practice which may have permitted, for example, 
the marking of improperly marked goods after importation under a supervision 
consisting of only an occasional verification, is likewise believed to be inconsistent 
with the law, else the customs court, in cases previously decided, would not have 
interpreted section 304 (c) to require direct and continuous supervision. The 
same holds true as to the type of supervision required under section 562 on 
manipulations, which type of operation is so fraught with danger to the revenue 
that it unquestionably was the intent of Congress to require a direct and contin- 
uous supervision; and here again, it is believed that any existing practice which 
may have permitted a periodic supervision only, by way of an occasional verifica- 
tion, is also inconsistent with the law. 

In support of the foregoing, it is further respectfully submitted that the primary 
concern of Congress in enacting section 304 (c) was the protection of domestic 
commerce by preventing unfair competition of foreign goods with domestic mer- 
chandise, because in the absence of proper marking, the ultimate consumer would 
not be put on notice that the imported material is of foreign origin. And this 
primary purpose of Congress to protect domestic commerce is further manifested 
bv the heavy penalty imposed for intentional attempts to conceal the information 
given by the proper marking of imported articles and containers. Because of the 
paramount importance of ensuring proper marking to prevent unfair competition 
with domestic trade, it was further provided that the exportation, destruction or 
marking of improperly marked goods be accomplished under customs supervision, 
which provision has accordingly been strictly construed by the courts to call for a 
direct and continuous supervision. 

Congress also advisedly provided in unequivocal terms that this supervision be 
at the expense of the importer without exception or qualification; and to show 
that there was no intent to balance the cost of supervision so as to make same 
“an amount reasonably proportionate to the revenue interest involved’’, Congress 
further provided that the marking requirements be enforced whether or not the 
article is exempt from the payment of ordinary customs duties. The reason being 
that there is a higher interest involved; namely, the adequate safeguarding of the 
interests of American producers, who, without such protection, might suffer 
irreparable injury far out of proportion to the relatively small expense involved 
and entailed by the importer to pay the daily salary of the officer supervising the 
work in compliance with the law. Moreover, as a matter of public policy affecting 
the continued welfare of domestic commerce, and to discourage habitual negli- 
gence in regard to marking, it was intended by Congress to enforce a strict and 
full compliance of the direct and continuous supervision which the courts have 
now decreed necessary, under the law, and it was also intended to require the 
importer to reimburse the Government for the cost of same. 

So that, if an importer undertakes to import foreign merchandise, he assumes 
the obligation of doing so in compliance with the reasonable marking require- 
ments established; and failure as to proper marking imposes upon the importer a 
corresponding duty to cooperate by curing the defect under the foregoing con- 
ditions imposed by Congress because of the public welfare, especially in view of 
the fact that the cost to the importer is only nominal and not unreasonable, and 
should be actually measured in proportion to the risk involved were such an 
enforcement provision lacking; and more especially in view of the fact that by 
complying therewith, at the small expense of supervision, the importer benefits 
greatly by avoiding the payment of additional duties. 

It is reasonable to assume that a large part of improper marking will be detected 
in the course of inspection and sampling while unlading, and that such merchan- 
dise will therefore be held in customs custody by transferring same to a customs 
bonded warehouse to relieve congestion at the freight terminal or pier. The 
proprietor of said bonded warehouse has first claim and need for the service of the 
customs warehouse officer in charge of said customs bonded warehouse who 
assumes custody and control of said improperly marked importation, since the 
proprietor reimburses the Government for the compensation paid said customs 
officer. So that if the work to be done on marking and manipulations is to be 
accomplished at a customs bonded warehouse, it should be done at the expense 
of the importer under the direct and continuous supervision of a proper officer 
of the customs other than the regularly assigned warehouse officer in charge of the 
bonded warehouse whose primary duty is to supervise all labor performed at the 
bonded warehouse and to share custody and control of the bonded merchandise 
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with the warehouse proprietor. This means that he is too preoccupied with the 
many practical affairs of running a busy warehouse to give more than a per- 
functory, periodie supervision to marking and manipulation work if it is thrown 
upon him alone without the temporary assignment of an additional customs 
officer to continuously supervise as the law requires. 

In addition, it should be noted that space is at a premium in every bonded ware- 
house, whether on platforms or in storage areas; so that manipulation or marking 
work cannot be laid out for final inspection after the job is done, but must be 
stored as the work progresses, which also means that the cases must be closed and 
stacked, so that under periodic supervision it is not practically possible to properly 
check same. It should be further noted that in most instances such work takes 
place in a separate building sometimes half a mile or more away from the building 
where the warehouse officer in charge is regularly stationed. As a result, infre- 
quent supervision of a periodic nature, such as this, is litthe more than useless. 
Under conditions of this kind, anything can happen, particularly if there is collu- 
sion and fraud, leading to a switching of merchandise with payment of duty only 
for inferior merchandise in a certain bonded shipment, followed by a later claim 
that superior goods in the same bonded lot have been exported, when actually the 
latter has been surreptitiously placed into domestic consumption through fraudu- 
lent manipulation not continuously supervised, at great loss of revenue to the 
Government, with the inferior merchandise being exported instead, so that again 
this creates a condition of unfair competition with domestic commerce. 

In other words, we believe this section 21 is a dangerous and prejudicial measure 
which amounts to class legislation. Once an opening wedge is obtained by the 
importers on the untenable claim that the cost is excessive (when actually it 
entails only the payment of a nominal sum for the relatively small daily salary of 
the officer temporerily assigned by customs to continuously (and not occasionally) 
supervise same)—it will lead to pressure by other commercial groups for relaxation 
of customs supervision in similar ways. We therefore earnestly and vigorously 
oppose the enactment of said section 21 in its entirety. 

Section 502 of the Tariff Act of 1930, as amended, states that it shall be the duty 
of all officers of the customs to execute and carry into effect all instructions of the 
Secretary of the Treasury relative to the execution of the revenue laws; and 
various regulations have accordingly been promulgated showing in specific detail 
the primary nature and importance of the careful supervision to be exercised by 
said customs officers in superintending operations involving all merchandise 
subject to customs supervision in any vessel, vehicle, Warehouse or package, as 
set forth in various sections of said Tariff Act. 

The main purpose and imperative necessity of such close supervision is to pre- 
vent unlawful lading or unlading or transshipment of merchandise—and further, 
to especially prevent smuggling and clandestine importations with intent to de- 
fraud the revenne of the United States, fraudulent violations of said provisions of 
said Act being declared by Congress to be of such a serious nature as to render 
offenders guilty of a felony and liable to the heavy penalties imposed by section 
593 of the Tariff Act; said close supervision also being necessary to protect domestic 
commerce by preventing importations of foreign manufacture bearing American 
trade-marks or not marked in accordance with the regulations of said Tariff Act; 
or to prevent harmful importations which, because of their intrinsic nature, are 
prohibited to safeguard the public welfare. 

It is luminousiy clear from the foregoing that the spirit and the letter of the law 
never contemplated that this exceedingly important work of exercising supervisory 
control should be weakened by any attempt at amendatory legislation which 
would reduce the work of any customs officer to a mere paper transaction (without 
the exercise of adequate supervision) under which certification would be made 
simply on the basis of reviewing records or reports of commercial clerks and 
checkers—but rather intended that the customs officer establish his own findings, 
being alert at all times to potential problems in order to prevent losses or illegal 
diversions of merchandise, and insuring by proper observation and investigation 
that laws and regulations are complied with, which function requires that the 
customs officer instruct any person or persons involved and explain ~equirements 
and regulations, make inquiries to acsertain causes and responsibility for losses or 
irregularities, and settle controversial questions, while at the same time being firm 
in handling serious problems involving situations of willful negligence or major 
noncompliance, and situations requiring action by management officials, but 
nevertheless establishing and maintaining cooperative relationships with the public 
and management representatives, and exercising the utmost tact and diplomacy 
in discussing substantial differences of opinion or interpretation of regulations and 
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in requiring compliance therewith—all this being fully applicable in the case of 
customs warehouse officers, since Congress, in section 555 of said Tariff Act, 
clearly expressed its intention to have bonded merchandise in customs bonded 
warehouses placed under the charge of said customs warehouse officers to personally 
share custody and control with the warehouse proprietor, and also to personally 
supervise all labor performed by the warehouse proprietor on said bonded mer- 
chandise. 

The relaxing of said close supervision, particularly with regard to the marking 
of imported articles and containers under section 304 of said Tariff Act requiring 
that the importer pay for the compensation of customs officers assigned to super- 
vise the exportation, destruction, or marking of same (intentional violation being 
subject to heavy fine or imprisonment, or both); or the relaxing of said close super- 
vision, particularly with regard to manipulations in bonded warehouses under 
section 562 requiring that same be done under customs supervision and at the 
expense of the importer (fraudulent offenses against same being a felony and 
liable to heavy penalties); or the relaxing of said close supervision in any other 
Way as an expedient to save the comparatively moderate expense of maintaining 
an extra officer or officers to ensure the lawfully required continuous (and not 
occasional) supervision over same, while recognizably of some immediate financial 
benefit to commercial interests, nevertheless, opens the door wide to collusion and 
fraud, with consequent loss of revenue to the Government, and clearly was not 
within the intent of Congress, which expressly provided in section 502 that the 
Secretary of the Treasury shall establish and promulgate only such rules and 
regulations as are ‘‘not inconsistent with the law.’’ 

A proposal is now pending in H. R. 1535, section 21, to amend said Tariff Act 
by adding a new section 646, reading as follows: 

“Sec. 646. Customs SUPERVISION Wherever in this act any action or 
thing is required to be done or maintained under the supervision of customs 
officers, such supervision may be direet and continuous or by oceasional veri- 
fication as may be required by regulations of the Secretary of the Treasury, 
or, in the absence of such regulations for a particular case, as the principal 
officer concerned shall direct.” 

which proposal is diametrically opposed to the law and seriously endangers thi 
revenue of the United States, as outlined above. 


Therefore, the United States Customs Warehouse Officers Association of the 


Port of New York earnestly request that the necessary action be taken to vigor- 
ously oppose and defeat the entire proposal in question as expressed in section 21 
of H. R. 1535, or any other type of similar legislation; and further earnest] 
requests that the necessary action be taken to eliminate or prevent any present 


or future practice or policy of such a harmful nature. 

The Cuatrman. The next witness is Mr. Hadley S. King, Associa- 
tion of the Customs Bar, New York. 

Please give your name, address, and the capacity in which you 
appear. 


STATEMENT OF HADLEY S. KING, ON BEHALF OF THE ASSOCIA- 
TION OF THE CUSTOMS BAR, NEW YORK 


Mr. King. My name is Hadley S. King, 25 Broadway, New York, 
N. Y. Lam appearing on behalf of the Association of the Customs 
Bar. 

The Association of the Customs Bar is composed of lawyers who 
specialize primarily in the practice of customs law before the United 
States Customs Court, the Court of Customs and Patent Appeals, 
the United States Treasury Department, and other departments of 
the Government concerned with customs and tariff matters. 

The customs bar is directly and vitally interested and concerned 
in the proposed legislation. Copies of the proposed bill have been 
made available to all the members of the association and the statement 
now presented represents a composite of their views and specialized 
experience. 
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The stated purpose of the bill is to simplify operation of the Tariff 
Act of 1930, as amended, to reduce expense and delay incident to 
the administration of that law, and to eliminate inequities which 
add to the difficulty of enforcement. 

With all these laudable objectives members of the Association of 
the Customs Bar find themselves in hearty accord. In our study and 
analysis of the bill, therefore, comments and suggestions are con- 
fined to those provisions which, in our opinion, bear upon or relate to 
judicial review which the Congress in its wisdom has always provided 
in the customs field. 

In line with this guiding principle of restricting suggestions or criti- 
cisms to questions relating to court review, to the right of an aggrieved 
importer to seek and obtain relief from arbitrary or erroneous adminis- 
trative action in connection with every phase of importation into the 
United States, we specifically refrain from making any comment or 
suggestions on a number of the provisions of the proposed bill. We 
note that many of the changes suggested in the bill now before the 
committee are said to be necessary to bring the laws of the United 
States into accord with provisions of the General Agreement on Tariffs 
and Trade. We have sought to study the proposed measure object- 
ively and without regard to the General Agreement on Tariffs and 
Trade. We wish it to be clearly understood that in giving approval 
to or commenting upon any of the provisions of the proposed bill we 
do not express any opinion on the provisions of the General Agreement 
on Tariffs and Trade. 

Section 1. Short title and effective date: No comment. 

Section 2. Requirement of injury in dumping and countervailing- 
duty cases: No comment. 

Section 3. Repeal of special marking requirements: No comment. 

Section 4. Repeal of certain obsolete reciprocal provisions: No com- 
ment. 

Section 5. Proposed amendment of Paragraph 1615 (f) Tariff Act 
of 1930, American goods returned: The Treasury Department has 
stated that the proposed amendment of paragraph 1615 (f) is made in 
response to a recommendation by McKinsey & Co. in the survey of the 
customs service conducted by that firm of management consultants. 
No objection is seen to the proposed amendment. It is believed, how- 
ever, to fully effectuate the recommendation to eliminate an in- 
equitable situation which in many instances requires importers to 
pay duties not rightfully incurred, that an additional change should 
be made. McKinsey & Co., in its survey, made the following recom- 
mendation: 

We recommend the elimination of affidavits and evidence of exportation on 
entries of ‘‘American goods returned’’ when, upon examination of the merchandise, 
it can definitely be determined that such merchandise is of American manufacture, 
growth, or product. 

Paragraph 1615 (h) of the Tariff Act of 1930, as amended by the 
Administrative Act of 1938, provides: 

(h) The allowance of total or partial exemption from duty under any provision 
of this paragraph shall be subject to such regulations as to proof of identity and 
compliance with the conditions of this paragraph as the Secretary of the Treasury 
may prescribe. 

The administrative authorities and the courts have uniformly held 
that compliance with regulations prescribed by the Secretary of the 
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Treasury under this provision is a condition precedent to the free 
entry of any merchandise under paragraph 1615. (See United States 
v. Morris European and American Express Co., 3 Court of Customs 
Appeals 146.) Relief from the payment of duties has been denied on 
the ground of noncompliance with the regulations even where complete 
documentary proof was submitted after liquidation (abstract 19192) 
and even where the duties had been admittedly collected twice 
(abstract 20645). 

Mr. Reep. Pardon me. I do not know about the other members 
here; but, starting at the top of page 3, I wonder if you would explain 
just a little more clearly for those of us who are not familiar with the 
customs laws exactly where this trouble arises. Just how does it 
arise? 

Mr. Kina. This trouble arises because of the language of the 
statute, which says that American goods which are exported and re- 
turned to the United States 

Mr. Reep. Under what conditions are they returned to the United 
States? 

Mr. Kine. Returned to the United States in the same condition as 
exported. In other words, you cannot take an American article, send 
it abroad, manufacture it into something else, and bring it back with- 
out the payment of duty. But I can ship an American-made auto- 
mobile to a foreign country and bring that American-made automobile 
back to the United States without paying any duty on it, providing I 
comply with the regulations of the Secretary of the Treasury. Those 
regulations say certain documents must be filed—for instance, when 
did the automobile go out. I must produce certain affidavits on the 
back of the consular invoices that are shipped abroad. In other 
words, | must trace the automobile from the time it left the United 
States until it came back, although the customs authorities know 
from an examination that it is an American automobile. 

Mr. Curtis. If | may interrupt there, when does this problem 
arise for the most part? Is it a question of people taking American 
goods abroad to use, or is it where something is shipped abroad for 
sale and the sale is not consummated and the goods are returned? 
From a practical standpoint, when do you meet this problem? 

Mr. King. From a practical standpoint, you meet it in commercial 
transactions rather than in the case of an individual who takes an 
article abroad, because he is usually in a position to comply with the 
regulations. It arises where one man will export an article that will 
go into a foreign market before there is any sale or, if sold, may be 
sold two or three times but is never used, and eventually the American 
importer finds that article in a foreign market and buys it and brings 
it back. If he cannot trace the ownership of the article and comply 
with the regulations of the Secretary of the Treasury, he has to pay 
a duty on the article, even though everyone knows it is American- 
made. 

Mr. Reep. That would not apply to a tourist taking a car over 
there? 

Mr. Kine. It does not too frequently apply to tourists, because the 
tourist himself takes the article out and brings it back; so, it is not 
difficult to comply with the regulations. 

Mr. Curtis. For instance, if an American company would make 
farm machinery and through ECA or otherwise would send it to a 
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foreign country and the people just do not take it and brought it 
back to this country, your point is that, upon examination, if it is 
evident that that is an American product and was made here, that is 
all that should be necessary? 

Mr. Kine. That is right. 

Mr. Jenkins. Have you had any trouble with the Secretary chang- 
ing the regulations? Has the problem been brought about by the 
Secretary changing the regulations? 

Mr. Kine. No. I will say this: The Secretary has been rather 
lenient. The Secretary has the right to waive compliance with those 
regulations. For example, in the case of Army supplies that were 
sent abroad, he has been very lenient about that, because those 
supplies went out during wartime. They were given or supplied to 
foreign nations, and when the war was over there was no further use 
for them. There was a market here. It was just impossible to trace 
when those goods went out. They went out under secret conditions 
during wartime. The Secretary has been very lenient about that. 
But the importer is still faced with that provision of law and that 
regulation. 

Mr. Jenkins. And if they lose it it is a total loss. They can make 
a long search, and if they do not furnish all the links of the chain 
they lose? 

Mr. Kina. That is right. 

It has even been held that the fact that customs officials knew that 
the particular merchandise was of American origin and were familiar 
with all the facts connected with the exportation and importation, did 
not excuse the necessity for compliance with the regulations under the 
theory that the grant of free entry by the Congress in this paragraph 
was limited and the limitation must be strictly followed (Maple 
Leaf Petroleum, Limited v. United States, 24 C. C. P. A. (Cust.) 5, 
T. D. 48976). 

The determination of American origin of imported merchandise 
should in and of itself be sufficient to permit duty-free entry into the 
United States. The privilege of such free entry should not be quali- 
fied, limited or made contingent upon the furnishing of affidavits and 
other documentary proof frequently difficult, if not impossible, for 
the importer to obtain in order to satisfy customs regulations. The 
importer should be free to establish the character of his merchandise 
and if dissatisfied with the findings of the collector as to its duty-free 
or dutiable status, should be permitted to have his rights established 
by court review just as in the case of any other merchandise sought to 
be brought into the United States. 

For the foregoing reasons it is suggested that the above-quoted 
language of paragraph 1615 (h) as amended, be repealed. 

Section 6, Free entry provisions for travelers: A limitation of $200 
is imposed on the value of articles which a person in transit through 
the United States to a place outside the United States may carry 
with him duty-free. It is realized some limitation is necessary but it is 
suggested that $200 may be too low a figure. 

Section 7. Free entry for noncommercial exhibitions: No comment. 

Section 8. Temporary free entry for samples and other articles 
under bond: No comment. 

Section 9. Supplies and equipment for vessels and aircraft: No 
comment, 
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Section 10. Draw-back on export of imports not ordered: No 
comment. 

Section 11. Administrative exemptions: No comment. 

Section 12. International traffic and rescue work: No comment. 

Section 13. Value: This is the section of primary interest to customs 
attorneys. 

This section would amend section 402 of the Tariff Act of 1930 by 
eliminating entirely the use of foreign value and American selling 
price as bases of dutiable value. It would make “export value” the 
primary basis for payment of all ad valorem duties under the tariff 
act, with resort, if export value did not exist, to a United States 
value, then to a newly defined “comparative value”? and finally to 
cost of production or as the bill terms it “constructed value.”’ The 
elimination of foreign value as a basis of dutiable value is regarded as 
a matter of congressional policy on which the bar expresses no opinion. 
There are, however, a number of changes which we feel are necessary 
in the interest of ¢ larity if the proposed new basis of dutiable v: alue 
is to be adopted. 

We note at the outset that the proposed bill omits entirely sub- 
division (b) of section 402 of the existing Tariff Act of 1930. That 
section provides, insofar as relevant, that a decision of the appraiser 
that foreign value, export value or United States value cannot be 
satisfactorily ascertained, shall be subject to review in reappraisement 
proceedings under section 501 of the tariff act. The United States 
Customs Court and the Court of Customs and Patent Appeals have, 
for many years, assumed jurisdiction and decided thousands of cases 
involving findings of the appraiser that one or the other bases of 
stated values did or did not exist. The bar is in agreement with the 
sponsors of this bill that the omission of section 402 (b) would not 
limit or take away that historical judicial review. 

Such review is now provided for in section 501 of the Tariff Act of 
1930 (U.S. Code, title 28, ch. 169). 

In section 13 at page 20, line 5, it is suggested that the words 
“charges and’ be inserted before the word ‘‘expenses.’’ In the 
definition of export value, provision is made for taking into considera- 
tion charges and expenses. It is believed the same phraseology 
should be used in the definition of United States value referred to. 

In the definition of United States value, provision is made on page 
20, line 9, for duties and taxes to be “‘estimated.’’ Again at page 20, 
line 15, it is provided that the United States value may de “estimated.” 
It is believed that the use of the word ‘estimated’? might conceivably 
be interpreted to vest irreviewable discretion in appraising officers. 
The word seems to add nothing to the workability of the statute. To 
remove any possible question as to any limit on judicial review, it is 
suggested that the word “estimated” be deleted. 

In the definition of “‘comparative value,”’ provision is again made 
for such value to be ‘‘estimated”’ on page 20, line 24. It is suggested 
that the words “or estimated”’ on such line be deleted for the reasons 
above stated. Similar changes should be made on page 22, line 2; 
page 23, line 17; page 24, line 6; page 24, line 13. 

The definition of ‘comparative value,’ beginning on page 20, line 
21, provides no time at which such value shall be ascertained. 

I think that was an omission, 
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‘Export value,’ and ‘United States value,” are both required to 
be ascertained as of ‘‘the time of exportation.”” ‘‘Constructed value’’ 
on page 21 is required to be ascertained as of a time preceding the 
exportation which would ordinarily permit production. 

That means f it ordinarily takes 2 months to manufacture an 
article, then you shall go back 2 months before the date of exportation 
in order to determine the cost of production. 

It is believed that some similar time limit should be applied to 
comparative value. It is therefore suggested that the words ‘‘at the 
time of exportation” be inserted on page 20, line 22, following the 
word “‘equivalent.”’ 

In recommending this bill, no provision has been made as to when 
you shall determine the comparative value, importation, exportation, 
time of manufacture, or anything. There is no time provision in 
there at all. 

Mr. Jenkins. How about the word “estimated 

Mr. Kine. All through that section we recommend that the wori 
“estimated” be taken out. 

Mr. Jenkins. There is no time limit on the ‘‘estimated”’ either? 

Mr. Kine. The word “estimated” is tied up with all these definitions, 
and there is a time fixed for export value, United States value, cost 
of production, or constructed value, but there is no time fixed for 
comparative value, which is this new value that has just been intro- 
duced into the section. 

The definition of “constructed value,’ on page 21, provides in lines 
14 to 20 for addition of general expenses and profit equal to that 
which producers in the country of exportation usually add. The 
present statute, section 402 (f), Tariff Act of 1930 dealing with costs 
of production contains a similar provision relating to the calculation 
of profits. ‘This provision has proved very difficult of administration 
and has placed an impossible burden upon importers to determine 
the usual profit made by competitors of their suppliers in a foreign 
country. 

A far more simple rule and one which would result more quickly 
in obtaining “actual value” of the merchandise would permit addition 
of both general expenses and profits equal to those added by the 
particular manufacturer of the involved imported merchandise. It is 
accordingly suggested that subsection 2 of section 13 (e) at page 21, 
lines 14 to 20 be amended to read as foilows: 


"9 


(2) An addition for general expenses and profit equal to that which the pro- 
ducer in the country of exportation usually adds in sales, in the usual wholesale 
quantities and in the ordinary course of trade, of merchandise of the same general 
class or kind as the merchandise undergoing appraisement. 

In the definition of “purchasers at wholesale” on page 23, lines 3 
and 6, purchases by a/l other purchasers are required to be considered 
Such requirement may be difficult, if not impossible to meet. It is 
accordingly suggested that on page 23, said lines 3 and 6, the word 
“all” be eliminated. Generally, the proposed new definitions of value 
are deficient in two major respects from the standpoint of simplifying 
operations and eliminating inequities in importation. First of these 
is the failure to provide specifically that an appraiser shall disclose 
the basis ef his appraisement in his return of value; that is, that he 
shall state on the face of the papers whether his finding of value is 
based upon export value, United States value, comparative value or 
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constructed value. Such a requirement would impose no hardship or 
additional work upon appraisers or other customs officers. It would 
simply mean that in putting down the figures of the value determined 
by the appraiser, he would add appropriate words to denote the basis 
thereof, as for example ‘ ‘export value.”’ This is done by some ap- 
praising officers under existing practice and was formerly required by 
customs regulations,' by simply adding initials to denote the basis of 
value as for example “F. V.”’ meaning foreign value, and “U.S. V.” 
meaning United States value. Such practice is not uniform or general 
today in the absence of any requirement thereof, however, and as a 
consequence, an importer, if he desires to check up upon or challenge 
the correctness of an appraised vaiue, is wholly in the dark as to the 
starting point therefor. 

It is recommended that a new provision be added at the end of 
section 13, page 24, following line 13, to the following effect: 

No appraisement made under the provisions of this section shall be complete 
unless there be included in the return of value by an appraiser a statement of the 
basis on which such appraisement is made. 

Mr. Grancer. The committee will stand adjourned until 1:30 
o'clock this afternoon. 

AFTERNOON SESSION 


Mr. Mitts. The committee will be in order. 

Mr. King, I understand that vou have not completed your state- 
ment. 

Mr. Kina. I have a little bit more, Mr. Mills. 

When I closed this morning I was talking about the necessity of 
requiring the appraiser to indicate when he made an appraisement the 
basis of his appraisement; that is, whether the value which he found 
and the figure which he found was export value, United States value, 
comparative value, or constructed value, and the reason we make that 
recommendation is that for a good many years there was in the 
customs regulations a provision that an appraiser must indicate his 
basis of value. That regulation was amended some 6 or 7 vears ago 
and since that time the appraisers, for the most part, have not indi- 
cated what value they are using. 

It has been a definite hardship on the importer who wanted to 
contest the appraised value. He would file an appeal for reappraise- 
ment, get into the Customs Court—and you must keep in mind that 
the tariff act provides that where an importer contests the appraised 
value the presumption of correctness is in favor of the Government 
so that when he goes into court he has two burdens: one, to disprove 
the correctness of the appraisement; secondly, to prove his own 
correct value. 

We have had a number of cases in the United States Customs 
Court where the importer came in and the appraiser, and even the 
Assistant Attorney General in charge of customs representing the 
Government and defending it, refused to disclose the basis of the 
appraisement. In fact, there is a case now before the Court of 
Customs and Patent Appeals, lL’. S. v. Friedman & Slater, involving 
Argentine hides. 

| was associate counsel in the trial of that case. The trial lasted 
a number of days, and when the trial began the plaintiff made a 


1 Customs Regulations of 1937, art. 776 (t):; Customs Regulations of 1931, art. 778 (1 
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statement setting forth his claimed basis of value and the figures, 
and when we had finished the judge of the Customs Court, who was 
hearing the case, asked the Government to disclose their position, 
and they refused to do it. They refused to disclose the basis upon 
which the appraisement had been made; that is, whether it was foreign 
value, export value, or what. 

So the trial proceeded and as we got along in it, about the middle, 
it again became important to know what the Government’s position 
was and the court asked the Government again what the basis of 
appraisement was and they again refused to disclose it. 

There was an adjournment and after several weeks the case was 
heard again, or the hearings were continued, and just before the case 
was finally submitted for a third time the court asked the Government 
what its basis of appraisement was and they still refused to disclose it. 

That case was decided and went on up on review to a division of 
the customs court, and is now before the Court of Customs and 
Patent Appeals, and we still do not know what the basis of appraise- 
ment was. 

The importers feel—and I think the attorneys representing the 
importers before the customs court feel—that it is only fair to the man 
who has the burden of overcoming the presumption that he should 
at least know what basis of value the Government is using. 

For example, if that appraisement is made in the currency of ex- 
portation, it may be foreign value; it may be export value and it may 
be cost of production. It would not be United States value because 
that would be in dollars. 

If the appraisement is made in United States dollars, it might be 
export value because a good many export transactions are consum- 
mated in dollars, or it might be United States value. It would not 
be foreign value, or it would not be the cost of production, probably. 

Now, with this new comparative value, which is something entirely 
new, if the appraisement is made even in the foreign country, or in 
dollars, you still would not know what basis of value the appraiser 
Was using. 

A second general objection to section 13 as now presented is the 
lack of any provision therein for a time limit on appraisement. Under 
present law, an importer is required to wait months and even years 
before he is informed of the dutiable value of the merchandise im- 
ported by him. In the case of merchandise subject to ad valorem 
duties, he cannot know the possible limits of his ultimate duty liability 
until the appraisement has been made. Importers, through no 
fault of their own, have been frequently subjected to heavy losses by 
increases in the value of merchandise entered by them long after the 
merchandise has entered consumption and has been disposed of. 

Mr. Reep. How can these people make out a correct income-tax 
report? 

Mr. Kina. They could not. They do not. 

Mr. Reep. Now, regarding this case you cited, which was very 
interesting, on what basis did the Government refuse—because of 
discretionary power? 

Mr. Kine. At the present time the court has no power to order an 
appraisement. We are recommending a new provision be put into 
the law to take care of that. 
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Many of the delays which have occurred, have, as has been pointed 
out, been due to the difficulties of ascertaining a market value in the 
country of exportation; that ts, a so-called foreign value. With 
removal of foreign value as a basis of dutiable value and the other 
changes in the proposed section 13 calculated to simplify the deter- 
mination of proper dutiable value of imported merchandise, it is 
believed that no reason would exist any longer for the interminable 
delays which now occur in obtaining appraisement action. 

It is believed that importers generally desire certainty. That is, 
they want to know their outside possible liability by way of duty. 
Many times thev do not greatly care if their duty liability be high or 
low, so long as they know what it is and can plan their policy accord- 
ingly. It is suggested that a time limit of 120 days from the date of 
entry would give appraisers, under the proposed streamlined legisla- 
tion, ample time in which to complete appraisal action. 

It is therefore suggested that at the end of section 13 there be in- 
serted a new section to provide substantially as follows: 


PROPOSED AMENDMENT 

If the Appraiser shall fail to complete his appraisement within 120 days after 
the date of entry, the consignee or his agent may apply to any judge of the United 
States Customs Court for an order to show cause why the appraisement should 
not be completed. A copy of said order shall be served upon the Assistant Attor- 
ney General. On the return of the order, the judge before whom the same is 
returnable may, for good cause shown, issuc an order to the appropriate customs 
officer directing the transmittal forthwith to said court of the entry and all 
accompanying papers and if the appraisement has not been completed, he may 
proceed to determine the value of the merchandise in accordance with the pro- 
visions of this section. The United States Customs Court is hereby given juris- 
diction to take any and all acts necessary to effectuate the foregoing provision, 

The proposed amendment affords the importer an opportunity to 
go before the United States Customs Court and prove a value if he 
is able to do so and if he feels the appraisement has been withheld 
without good cause. This avenue of litigation should not in any 
way weaken existing safeguards to the revenue. In the first place, 
the appraiser is given 120 days within which to act. When this time 
is Inadequate the Assistant Attorne *y General may oppose the order 
and establish that the delay is requisite in order to find value. In the 
third place, the importer will not proceed unless he has in his posses- 
sion evidence sufficient to establish a value. Even after the order has 
been signed, the Government could apply for time within which to 
gather the evidence which is necessary in order to put in an adequate 
opposition to a claimed value. Finally, between the time when the 
order is signed and the date when it is returnable, the appraiser could 
complete his appraisement at the highest value which in his judgment 
was consistent with accuracy and the importer would be left to his 
existing remedy of an appeal to reappraisement. 

The object of this amendment is to provide an answer for those 
who claim that appraisements have been arbitrarily withheld for 
months and often for vears, and that in such cases they suffer financial 
losses arising from the uncertainty of the situation from which they 
are powerless to protect themselves. 

Before leaving section 13 | = J like to = your atte ntion to one 
provision, and | refer to section 13, page 19, beginning on line 13, 
United States value. 
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Now, in subdivision 1 there, beginning on line 22, there is this 
language: 

Any commission paid, or agreed to be paid, on merchandise secured otherwise 
than by purchase * ., 

That means purchase that is consigned by a foreign manufacturer, 
or shipper, to an agent in the United States. The law as now drafted 
has no ceiling on that commission. I was here last week, and I think 
it was Mr. Mason who said that you were interested in loopholes. 
There is a loophole that you could drive a hayrick through. There is 
no limit on the commission that you can pay an agent in the United 
States. 

Assume a foreign shipper sets up a corporation in the United States 
to act as his agent. He could agree to pay that agent, his own corpo- 
ration, 40 percent commission and customs, in calculating dutiable 
value, would have to deduct 40 percent commission. I think that is 
worthy of consideration. 

Section 14. Value not to be based on American selling price: This 
section requires the Tariff Commission, among other things, to list all 
products covered by paragraphs 27 and 28 which, if imported, would 
be competitive with domestic production and to certify to the Secre- 
tary of the Treasury rates for each product covered by the said 
paragraphs, the rates of duty found by the Commission to be reason- 
ably equivalent to such rates. Such rates are to be published by the 
Secretary and 30 days thereafter, are to be applied in lieu of the 
previous rates based on the American selling price. 

No provision is made that the Tariff Commission shall hold hearings 
to permit persons interested to be present to produce evidence and 
to be heard. Also, while it is believed any finding of the Commis- 
sion as to whether a product was or was not within paragraphs 27 
or 28, or was or was not competitive with some product produced in 
the United States, or that the rate of duty determined by the Com- 
mission was not a proper equivalent of the present duty, would all 
be subject to eventual judicial review. In the interest of clarification 
it is suggested that provision for special judicial review of the Tariff 
Commission’s findings under this section would remove all doubts 
as to their subsequent application to actual commercial importations. 
It is suggested accordingly, that section 14 be amended by adding 
at the end thereof, two provisions substantially as follows: 

1. In the course of its investigation under subdivisions (a) and (b) hereof, the 
Tariff Commission shall hold public hearings for which reasonable public notice 
shall be given and shall offer reasonable opportunity for parties interested to 
be present to produce evidence and to be heard at such hearings. The Com- 
mission is authorized to adopt such reasonable procedure and rules and regula- 
tions as it deems necessary to execute its functions under this section. 

2. The testimony adduced in every such investigation shall be reduced to 
writing and a transcript thereof together with all other evidence presented and 
the findings and recommendations of the Commission shall be the official record 
of the proceedings and findings of the Commission. Such findings, if supported 
by evidence, shall be conclusive, except that a rehearing may be granted by the 
Commission and except that within such time after such findings are made and 
in such manner as protest may be filed under section 514 of the Tariff Act of 
1930, as amended, an appeal may be taken from such findings to the United 
States Customs Court by any interested importer, consignee, or domestic manu- 
facturer of the involved merchandise. 

If it shall be shown to the satisfaction of such court that further evidence 
should be taken and that there were reasonable grounds for the failure to produce 
such evidence in the proceedings before the Commission, said court may order 
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such additional evidence to be taken before the Commission in such manner and 
upon such terms and conditions as to the court may seem proper, or the court may 
enter such judgment or order as it finds warranted by the record before it. Any 
decision of the United States Customs Court hereunder shall be subject to review 
upon a question or questions of law only by the United States Court of Customs 
and Patent Appeals. 

Section 15. Signing and delivery of manifests: No comment. 

Section 16. Certified invoices and informal entries: This section 
would modify existing law to permit informal entries up to $250 in 
value instead of the existing $100. No objection is made to this 
suggestion. We do, however, believe that it should be clarified by 
addition of a provision to insure that the increased privilege will not 
be abused. The added privilege extended would be protected if a 
provision similar to that contained in the proposed section 11, on 
page 16, lines 10 to 13, of the bill be also included here, to wit: 

The privilege of this subdivision shall not be granted in any case in which 
merchandise covered by a single order or contract is forwarded in separate lots 
to secure the benefit of this subdivision. 

Mr. Reep. What do you mean by an informal entry? 

Mr. Kina. An entry on which no consular invoice is provided, and 
so forth. They are treated, as we state, more or less informally. The 
value is small and the duty involved is not very great. 

Mr. Reep. It would not be worth collecting. 

Mr. Kine. They collect duties, but they are not given the same 
consideration as a formal entry. At the present time a formal entry 
is anything over $100. They propose to increase that to $250. 
What we are pointing out is that it would be possible for an importer, 
say, who places an order abroad for $2,000 worth of merchandise to 
instruct his shipper to send that in in 10 separate parcels at $200 each 
and thus get them all in as informal entries. 

Section 17. Amendment of entries and duties on undervaluation: 
The bill amends section 487 of the tariff by deleting therefrom “, or 
at any time before the invoice or the merchandise has come under 
the observation of the appraiser for the purpose of appraisement,”’. 
This amendment would eliminate the right which is found in the 
present statute of amending entered values at any time before ap- 
praisement of the merchandise. We appreciate and approve of the 
effort to eliminate the present paperwork in the customs service 
involved in amending a great number of entries. These amendments 
are necessary now in order to protect the importer either under 
section 503 or section 489, i. e., to decrease his entered value where 
he knows the appraiser will appraise at a figure less than his original 
entered value and likewise, to save him the burden of a penalty under 
section 489 where he knows the appraiser will advance his values. 

With section 503 now eliminated and the penal duties for under- 
valuation under section 489 eliminated in all cases except where the 
importer has failed to cooperate fully with the appraiser, the necessity 
for amendments will, in practically all cases, be eliminated. However, 
we feel that the right of amendment should be retained and should 
be available to an importer in the few cases where he may desire to 
avail himself of its provisions. We suggest the possible case of an 
importer who feels that he has cooperated to the best of his ability 
with the appraiser but also feels that the appraiser intends to advance 
his values and to report to the collector that the importer has not 
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fully cooperated. Such a situation may arise because of some personal 
differences between the appraiser and the importer; and in this case, 
the importer can protect himself from possible penalties under section 
489 by amending his entered values. 

It must not be lost sight of, that the desired result of eliminating 
paperwork will be accomplished even though the amendment provi- 
sion in section 487 be retained, as amendments will be necessary in 
only a few cases. 

On page 29, line 11, it is believed that the word ‘‘required”’ should 
be changed to read “requested.”” To avoid arbitrary action, addi- 
tional duties for undervaluations should not be applied unless an 
importer has refused to meet a reasonable request by an appraising 
officer for relevant information available to the importer. 

On page 29, line 22 to page 30, line 1, a new proposal is inserted 
that the assessment of additional duties may be remitted or payment 
avoided by an administrative decision under section 515. 

Section 515 deals with the right of the collector to review protests 
and to allow them in whole or in part. No reason is seen why the col- 
lector of customs should be authorized to review a determination of a 
coordinate officer of the customs, i. e., the appraiser, on the question 
of whether an importer had complied with a request of the appraiser 
to supply him with information. It is believed that this would mean 
the creation of an additional administrative forum and while it might 
not substantially reduce the docket of cases before the customs court 
it would add additional burdens upon administrative officers and upon 
importers. It is believed that the rights of the importer would be 
amply protected if in any case in which he believes additional duties 
were wrongly assessed, his present right of petitioning the customs 
court directly be preserved and maintained. 

It is accordingly suggested that the proposed subdivision (b) on 
page 30, lines 5 to 18 be amended to read as follows: 

Such special duty shall not be construed to be penal and shall not be remitted 
nor payment thereof in any way avoided except upon the finding of the United 
States Customs Court upon a petition filed at any time before expiration of 60 
days after liquidation, under such rules as the court may prescribe, that the entry 
of the merchandise at a less value than its final appraised value was without any 
culpable negligence or intention to conceal or misrepresent the facts of the case or 
to deceive the appraiser as to the value of the merchandise. 

If this recommendation be not adopted and the proposal in the bill 
that review of assessment of special duties under section 489 follow 
the procedures of sections 514 and 515 of the Tariff Act of 1930 be 
retained, then and in any event a further change is necessary for the 
protection of importers. Under existing law, petitions for remission 
of additional duties do not fall within sections 514 and 515. Such 
petitions may be and are filed without payment of the claimed 
penalties. If the ultimate decision is favorable to the importer, he 
is never called upon to deposit the amount of such penalties. 

If, however, the proposal of the bill that such review proceedings 
be brought within sections 514 and 515 be adopted, then pursuant to 
the injunction of 515 no court review would be possible unless and 
until the importer had deposited the full amount of all additional! 
duties and penalties. 

This may be an exceedingly harsh rule, particularly in view of the 
fact that the present limitation of assessment of additional duties to 
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75 percent of the appraised value is eliminated and there would be no 
limit whatever on the amount of such penalties. 

To prevent this unjust result it is suggested that if the proposed 
procedure of review under sections 514 and 515 be approved, that the 
present section 515 of the Tariff Act of 1930 be amended by inserting 
after the clause “if all duties and charges shall be paid’ the words 
“except additional duties and penalties assessed under section 489.”’ 

The provision now contained in the last paragraph of section 489, 
which provision is retained in the amendment of this section, see page 
31, lines 3 to 12, works a hardship on legitimate antique dealers. 
This provision was put in the statute originally to discourage unseru- 
pulous importers from attempting to bring in spurious antiques and 
to avoid payment of duty by declaring them to be older than they 
actually are. However, honest dealers often are mistaken or are 
misled by a foreign seller about the true age of a so-called antique. 
But once they enter it under paragraph 1811 they are subjected to 
the 25 percent penalty if the article is rejected as unauthentie in re- 
spect to antiquity. There is no provision in the law for the remission 
of this penalty on a showing of honest intent on the part of the im- 
porter. The law should contain such a provision and we suggest an 
addition to this section reading as follows: 

(e) The liquidation in which such special duty is assessed under subsection (d) 
shall be subject to the protest procedure provided for in sections 514 and 515 of 
this Act but such special duty shall not be remitted nor the payment thereof in 
any way avoided except upon a finding by the United States Customs Court, 
after due assignment and determination pursuant to section 515, and under such 
rules as the Court may prescribe, that the entry of the article under the provision 
of paragraph 1811 was made in good faith and the importer at the time of entry 
had no reason to believe that the article was other than the kind described in 
paragraph IS11. 

While, as has been stated, it is the opinion of the Association of 
the Customs Bar that section 501 affords a complete judicial review 
of appraisement actions, the proposed changes in the definitions of 
dutiable value, as set forth in section 13 of the bill now before the 
committee, are so sweeping in character that it is felt it would be 
desirable to amend the specific review provisions of section 501 of 
the Tariff Act of 1930 as amended, to prevent any undue hardship 
upon importers or interference with long established practice. 

To accomplish this, it is accordingly suggested that the second sen- 
tence of said section 501 be amended by inserting following the word 
“appraiser”, the words “including all determinations entering into 
the same.’ 

Section 17, subdivision (¢) at page 31 purports to amend section 501 
of the Tariff Act of 1930 as amended, by adding a provision for the 
sending of appraisement notices to importers if such notice is requested 
in writing and requires ‘‘a substantial reason or reasons for requesting 
the notice.” This language subjects the right of an importer to re- 
ceive notice of appraisement to a determination by customs officers, 
whether the reasons given therefor were substantial in the judgment 
of such customs officers. It would seem that an importer is entitled 
to a notice of appraisement im any event and as a matter of right. 
It is therefore suggested that the words on page 31, lines 18 to 20 
“setting forth a substantial reason or reasons for requesting the notice” 
be deleted. 
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Section 17, page 32, lines 3 to 6, would amend section 562 of the 
Tariff Act of 1930. No objection is offered to the suggestion made. 
It is believed, however, that the third sentence of said section 562 
is Inconsistent with the change proposed to be made by the bill in 
section 503 of the Tariff Act. The bill on page 31, lines 21 to 25, 
would amend section 503 by making the final appraised value of mer- 
chandise the dutiable value. The third sentence of section 562 pro- 
vides that the basis for assessment of duties withdrawn from ware- 
house for consumption after manipulation shall be the entered value 
or the adjusted final appraised value, whichever is higher. It is sug- 
gested that if the proposed change in section 503 above referred to is 
to be adopted that the third sentence of section 562 of the Tariff Act 
of 1930 should be further amended to read as follows: 

The basis for the assessment of duties on such merchandise so withdrawn for 
consumption shall be the final appraised value, and if the rate of duty is based 
upon or regulated in any manner by the value of the merchandise, such rate shall 
be based upon or regulated by such final appraised value. 

Section 18. Commingled merchandise: No comment. 

Section 19. Correction of errors and mistakes: Use of the expression 
“customs service’’ on page 34, line 14, seems far too general an ex- 
pression. It is believed that the purpose of this provision would be 
facilitated if a definite officer, as for example, the collector, be des- 
ignated as the individual to whose attention an error, mistake, or 
inadvertance should be brought. 

Section 20. Conversion of currency: The proposed section 20 deal- 
ing with conversion of currency would radically alter the existing 
system as judically interpreted by the customs court and the United 
States Supreme Court. (Cf. Barr v. United States, 324 U. S. 838 
(1945); Barr v. United States (35 C. C. P. A. —, ‘Treasury Decisions”’ 
of Jan. 26, 1950, vol. 85, No. 4.) 

Under existing law the true dollar value of imported merchandise 
for customs purposes is required to be ascertained by converting 
foreign currency at the proclaimed value of foreign coin on the gold 
basis. It is provided that if no such par gold values have been pro- 
claimed, or if the commercial rate, denominated under the law, a 
buying rate in the New York market, differs more than 5 percent from 
the proclaimed par value, then conversion shall be made at such 
commercial buying rate. The duty of determining the commercial 
buving rates is placed upon the Federal Reserve Bank of New York. 

The statute has been interpreted to require the certification of 
more than one rate in situations where multiple rates exist for one or 
more currencies. Said certification is necessary to arrive at the 
true dollar value of the imported merchandise. Under present law 
the Treasury Department has sought, on occasions, to apply the 
highest obtainable commercial buying rate to the conversion of all 
foreign currencies. The Court of Customs and Patent Appeals has 
held this to be in error and that the proper rate applicable to a 
particular class or kind of merchandise was the rate used commercially 
in the purchase and sale of the particular class or kind of merchandise 
(Barr v. United States, 35 C. C. P. A. 1, of 1947). The present system 
in practice has operated to insure that an importation into the United 
States purchased in foreign currency would be translated into Ameri- 
can currency at a value which would truly reflect the actual commer- 
cial value of the merchandise. 
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The proposed revision of the currency statute would upset all this 
and would substitute a system which it is feared would not only result 
in an arbitrary conversion of foreign currency into United States 
dollars at a value in excess of its true value, thereby placing an 
additional burden upon international trade, but would also vest in 
the Secretary of the Treasury and in other administrative officials 
completely unfettered discretion from which an importer could not 
obtain relief by judicial review. 

The proposed currency statute would do away entirely with the 
gold basis as a standard for determination of par values and substitute 
therefor par values maintained pursuant to articles of agreement . 
the International Monetary Fund. This suggestion is regarded as 
major one of policy to which attention of Congress is directed with 
no recommendation on our part. 

We do desire to draw attention, however, to the fact that if sub- 
division (a) of the proposed revised section 522 be adopted, the 
result would be to subordinate our policies and the operation of 
our laws respecting currency conversion, to an international organi- 
zation and the International Monetary Fund or to some other un- 
named organization under some “other international agreement to 
which the United States’? may, in the future, become a party. It is 
submitted this is far too sweeping a delegation of congressional power. 

If it be deemed desirable to change our primary basis for the con- 
version of foreign currencies from the gold value of foreign coin to 
the par value as maintained in the articles of agreement of the Inter- 
national Monetary Fund, then the proposed section should be amended 
by substituting a period for a comma at the end of line 6, page 35, 
and striking out the rest of the first sentence thereof, to wit: “tor pur- 
suant to any other international agreement to which the United 
States is a party.” 

Subdivision (a) of the proposed section further provides in lines 
7 to 14 that whenever it is necessary to convert foreign currency into 
United States dollars, such conversion shall be made at the par value 
whether such par value was maintained by the Monetary Fund or 
other organization (unnamed) whenever such par value exists. 

The provision of existing law, which is believed to be highly equitable 
and very beneficial to importers and to trade generally, that if a com- 
mercial buying rate differs by more than 5 percent from the par 
value then such buying rate shall be used for conversion purposes, is 
omitted. This is a very serious omission and should under no cir- 
stances be condoned or approved. Its effect, unless remedied, would 
perhaps simplify administration by permitting use of a single par 
value exchange rate wherever such values existed, but it would work 
definite financial hardship upon importers and materially retard 
trade and commerce. To correct this situation it is suggested that 
the following changes be made. 

Page 35, line 14, that the words “subsection (d)”’ be deleted and 
that there be substituted therefor, “subsections (b) and (c)”’, and that 
in line 16, at the end of the line following the word “date”’ insert “or 
if such par value varies by 5 percent or more from a value measured 
by the applicable buying rate in the New York market at noon on the 
date of exportation” and by inserting before the word “buying” on 
page 35, line 16 the word “applicable.” 
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Existing law provides that the Federal Reserve Bank of New 
York shall certify buving rates daily to the Secretary of the Treasury. 
While requirement of daily certifications may be too strict, neverthe- 
less it should be made clear that the Federal Reserve Bank is required 
to certify buying rates for every business day ih order that all such 
rates may be available for use when needed. It is accordingly sug- 
gested on page 35, line 25, following the word “certified” there be 
inserted the words ‘‘for each business day, excluding Sundays and days 
on which banks are generally closed.” 

Subdivision (b) of section 522 on page 36, lines 1 and 2 provides 
that the Secretary of the Treasury shall make public buying rates 
certified by the Federal Reserve Bank “at such times and to such 
extent as he shall deem necessary.” 

In Barr v. United States, supra, the Supreme Court held flatly 
that the power of the Secretary to publish buying rates was “‘purely 
ministerial” and that “‘the power to publish the certified rate may not 
be exercised in such a way as to defeat the method of assessment which 
Congress has provided.” 

Despite this injunction of the Supreme Court the Secretary of the 
Treasury has failed to publish all of the buying rates certified to him 
by the Federal Reserve Bank for the purposes of section 522 of the 
Tariff Act of 1930. As a consequence importers are frequently left 
in the dark as to the existence or nonexistence of a proper certified 
rate which might be availed of by them to obtain the true value of the 
imported merchandise. There seems to be no good reason why the 
Secretary should not be compelled to publish each and every buying 
rate certified to him under this section. It is accordingly suggested 
that on page 36, lines 1 and 2, the words “at such times and to such 
extent as he shall deem necessary” be deleted. The effect would be 
to require the Secretary to publish all buying rates certified. 

Subdivision (¢) of the proposed section 522 provides for the certifi- 
cation by the Federal Reserve Bank of New York of dual or multiple 
rates of exchange for a particular foreign currency. In the past and 
even today the bank has certified only those rates which it decided 
were properly applicable to the conversion of foreign currency for the 
purpose of assessment and collection of Tariff duties. It has failed 
to certify some commercial buying rates which importers contend 
were actually used in commercial transactions in connection with the 
importation of merchandise into the United States. The Supreme 
Court has held that the power of the Bank to certify exchange rates is 
in the category of administrative or executive action which is non- 
reviewable (Barr v. United States supra. See also Schmoll Ine. v. 
Federal Reserve Bank, 286 N. Y. Rep. 503 of 1941). 

If conversion of currency is to be made on a basis to truly and 
accurately reflect the actual value of the imported merchandise then 
provision should be made making it mandatory upon the Federal 
Reserve bank to certify all commercial buying rates for a particular 
foreign currency. If this be done the bank's determination of such 
rates would still be a discretionary act and nonreviewable in the 
courts, to be sure. But the integrity of that bank would insure 
that all commercial buying rates which existed for a particular foreign 
currency would be certified and published. Customs officers would 
thus have before them complete information of all possible commer- 
cial buying rates and in accordance with the further direction of the 
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statute, would be required to use the rate which reflected the value 
of the foreign currency in particular commercial transactions. Unless 
this suggestion be adopted it is not seen how the direction in proposed 
subdivision (c), page 36, lines 16 to 18, that the applicable rate or 
rates shall be used ‘‘which reflect effectively the value of that foreign 
currency in commercial transactions” will mean anything. 

It is therefore suggested that a provision to the following effect be 
inserted at the end of the proposed new subdivision (b) at page 36, 
following line 11: 

If more than one buying rate exists for a particular foreign curreney the Federal 
Reserve Bank of New York shall determine and certify under the provisions hereof 
and for the purposes of this section, each and every such buying rate actually used 
in commercial transactions. 

The proposed subdivision (d) would involve a probably illegal 
delegation of legislative power to some unnamed party to fix or pre- 
scribe rates of exchange. It is provided on page 36, beginning on line 
23 that when rules governing conversion have been formulated 
pursuant to an international agreement to which the United Siates 
is a party, the Secretary of the Treasury shall issue regulations and 
conversions thereafter shall be made in accordance with such regula- 
tions. 

This purported delegation is believed to be far too broad and sweep- 
ing a power to grant under any circumstances; it is of doubtful 
constitutionalitv; and in anv event, it is submitted to be a wholly 
unwise transfer of uncontrolled legislative power. It is recommended 
that subdivision (d) be stricken from the bill. 

Section 21. Customs supervision: No comment. 

Section 22. Delegation of authority: The proposed amendment is 
believed to be too broad. There seems to be no particular objection to 
expanding the authority of the Secretary to delegate his functions 
under any law administered by the customs service, but no reason is 
seen why the Secretary should be permitted Lo delegate his power to 
anv emplovee of the customs service. 

The power to delegate should be strictly limited and in this case it 
would seem to be sufficient if the Secretary be authorized to dele ‘sate 
his functions, to the Commissioner of Customs, the Acting Commis- 
sioner of Customs, or to the principal customs officer at any port of 
entry in the United States. 

Section 23. Conversion of processing taxes to import taxes: No 
provision is made for hearings before the Tariff Commission in con- 
nection with the determination of equivalent rates of duty on copra, 
palm nuts, and so forth, under the proposed section 23. It is sug- 
gested that such specific provision together with the right of review 
be inserted here along the same lines as that hereinbefore suggested 
with respect to section 14 dealing with the Tariff Commission’s 
functions in proposed changes in paragraphs 27 and 28. 

Section 24. Repeal of discrimination against imports in certain 
internal-revenue taxes: No comment. 

Section 25. Saving clause: No comment. 

Conclusion: While it has been clearly stated in the record before 
the committee that the provisions of the proposed customs simplifica- 
tion bill are not intended to and will not alter or take away in any 
respect existing rights of importers to full judicial review of adminis- 
trative action in connection with imports, it is suggested that to 





450 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


remove any possible questions of doubt and to preserve this invaluable 
right to the import trade, that there be inserted at the end of the bill 
a provision along the following lines: 

Nothing in this act shall be construed to limit or restrict any rights of importers 
and others under section 501, as amended, and 514 and 515, act of 1930, or to 
limit or restrict the jurisdiction of the United States Customs Court or United 
States Court of Customs and Patent Appeals. 

Mr. Stmpson. Do I understand that without the amendments you 
have suggested here you are opposed to this bill? 

Mr. Kine. Oh, no. 

Mr. Simpson. You favor the bill even if the amendments are not 
adopted? 

Mr. Kine. Let me see if I understand you, sir. 

Mr. Simpson. Do you favor the bill, even if the amendments you 
have suggested are not adopted? 

Mr. Kine. I would have to answer ‘‘No’’ to that question. 

The Cuatrman. We thank you for your appearance and the 
information you have given the committee. 

The next witness is Mr. Benjamin M. Altschuler. 


STATEMENT OF BENJAMIN M. ALTSCHULER, COUNSEL FOR 
THE CUSTOMS BROKERS AND FORWARDERS ASSOCIATION OF 
AMERICA, INC., NEW YORK, N. Y. 


Mr. AurscuuLer. My name is Benjamin M. Altschuler. I am a 
member of the firm of Altschuler & Morrison, attorneys, 39 Broadway, 
New York 6, N. Y., and 1 am counsel to the Customs Brokers & 


Forwarders Association of America, Inc., of 8-10 Bridge Street, New 
York 4, N. Y. Iam making this statement as their representative. 

This association, on whose behalf I am making this statement, was 
organized over half a century ago and now consists of nearly 400 
members, all of whom are either licensed customhouse brokers or 
experienced foreign freight forwarders. Its members are located in 
most of the principal ports of the Nation. This association is deeply 
concerned with legislation affecting the foreign trade of this country. 
The members of this association are agents of importers and exporters 
of commodities to and from all parts of the world. As customs 
brokers, they are the first ones to act on behalf of the importers in 
connection with the merchandise arriving from abroad. Foreign 
trade is the lifeblood of the members of this association, and anything 
affecting foreign trade is of prime interest to them. The Supreme 
Court of the United States has stated that ‘the business of a custom- 
house broker is related to the process of foreign commerce,” and “the 
customhouse broker, in clearing shipments, aids in the collection of 
customs duties and facilitates the free flow of commerce between a 
foreign country and the United States.” 

The purpose of H. R. 1535, as stated by the Treasury Department 
in its analysis, is to amend the Tariff Act of 1936, as amended, in order 
to simplify its operation, to reduce expenses and delay incidental to 
its administration, and to eliminate inequities which add to the diffi- 
culties of enforcement. With all of these principles and purposes we 
are in accord. It is the customhouse broker who, day after day, has 
to carry the load of finding his way through burdensome tariff laws 
and regulations. Anything which lightens that burden will be helpful 
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While we are in favor of many of the proposed provisions of this bill, 
we must definitely suggest that some of the proposals will invite great 
difficulties and problems and will result in more headaches for the 
customhouse broker and the importers. We also believe that in some 
of the provisions, further simplification and reform is needed. 

Section 10 of the proposed bill deals with certain amendments to 
section 313 of the Tariff Act of 1930 as amended. With these pro- 
posals we are wholly in accord. 

We propose, in addition thereto, that section 313 (b) be amended 
by substituting the phrase “within a period not to exceed 3 years” for 
the phrase “within a period not to exceed 1 year.” 

We also propose that section 313 (h) be amended by substituting 
the phrase “‘within 5 years’’ for the phrase “within 3 years.” 

Section 13 of the proposed bill: We feel that the proposal to elim- 
inate “foreign value’ and “American selling price,’ as bases for 
determining value, is entirely a matter for congressional policy, but 
we do believe that in two following respects the proposal is defective: 

(1) The appraiser should definitely state in his final appraisement 
what was his basis of value, i. e., “export value,’ “United States 
value,” ete. 

The statement by Mr. King I endorse. I think it is wholly unfair 
for a Government administrative officer to say, “I have appraised 
your goods, but I am not telling you on what basis I have appraised 
them.” 

There should be a definite time limitation within which the appraiser 
should complete his appraisement. 

We believe in the great majority of cases the appraiser could, if he 
had to, fix his appraisement within a very definite period of time, and 
we think if the Congress would make it mandatory upon him he could 
do it without difficulty. 

Section 16 of the proposed bill: We are vigorously opposed to the 
proposed changes in this section because they will permit certain 
importers of certain commodities to carry on their business with cus- 
toms in an informal manner, while their competitors go through formal 
procedure. We have no objection to lessening the formality on non- 
commercial shipments, but we definitely oppose lessening the formality 
on commercial shipments regardless of value. With modern means 
and speed of transportation, an importer could do quite a large import 
business with individual shipments in value not greater than $250. 
If no consular invoice is required, and no formal examination and 
appraisal by the appraiser, that importer’s duty payments would 
depend upon a single inspector and his individual shipments might 
well be different in appraised value and even in classification from 
those entered formally by his competitors. Likewise, at the borders 
of the United States, where truckmen who are not common carriers 
are permitted to make entry of goods belonging to other persons, under 
existing customs regulations, there is an opportunity for considerable 
abuse of the customs process which will only be amplified by increasing 
the ceiling on informal entries from $100 to $250. 

Mr. Reep. You do not agree with the last witness, Mr. King, on 
that point? 

Mr. Aurscuuter. No; I do not. I believe on commercial ship- 
ments there should be a restriction to the present $100, because I 
believe that the fringe importer—and I will not dignify him by call- 
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ing him an importer, the fellow who wants to take advantage of situa- 
tions—can have his merchandise brought in in small shipments by 
air commerce daily and have them appraised and duty fixed right at 
an airport by one single inspector without going through the normal 
formal requisites. 

Mr. Reep. | am glad to hear your opinion. 

Mr. Aurscuuter. Thank you. 

Section 17 of the proposed bill: This proposed section eliminates 
amendment of entries and deals with duties on undervaluation. The 
proposal which would abolish the right of amendment of an entry 
under any circumstances once an entry has been made is too harsh 
and is entirely unnecessary. There are situations where, from the 
point of view of the Government, of the customhouse brokers, and of 
the importer, it would be salutary to permit amendment of entries. 

We must remember that an entry must be made within 48 hours of 
the arrival of the goods, and it is not always possible for an importer 
to know all the information at that time. Under the proposal in the 
Simplification Act once he has stated his value on an entry there will 
be no opportunity for him to come to the Government and say, “I 
made a mistake; | want to correct it; | want to put down the value 


as | now know it.”’ 
The Government will say, “‘No, you cannot make your amend- 


ment.” 

That is contrary to existing practice, and we see no need for any 
such harsh and arbitrary rule and to deny it to an importer may, if a 
particular examiner has a particular dislike for an importer, cause 
him to put up quite a fight to save himself from the burden of addi- 
tional duty, and we think that is wholly unfair. 

Without the right to amend the entry, the additional duties pro- 
vided for in this section may well be imposed on an innocent person, 
who, if permitted to amend his entry, could have avoided these 
additional duties and yet paid to the Government what was lawfully 
due. 
We believe that the concept of additional duties is wrong and it 
should be disearded entirely. If there is an honest dispute between 
an importer and the Government, the dispute should be resolved in 
the proper forum without any penalty. If an importer is fradulent 
or deceptive, there are other provisions in the law which amply 
punish him, either through criminal prosecution or civil penalties 
against him personally or against the goods imported. 

We believe the above-mentioned observations are of great interest 
to the entire importing community and it is for this reason that we 
respec ‘tfully present them to the attention of this committee, 

The CuatrmMan. The next witness is Mr. E. R. Pickrell. 

Please give your name, address, and the capacity in which you 


appear. 


STATEMENT OF EUGENE R. PICKRELL, ATTORNEY AT LAW, 
NEW YORK, N. Y. 


Mr. Prexrece. Mr. Chairman and members of the committee, my 
name is Eugene R. Pickrell. I am an attorney at law with offices at 
10 East Fortieth Street, New York, N. Y. I specialize im customs, 
tariff, and Federal matters and have been engaged in such practice for 
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upward of 20 years. I am admitted to practice before the courts of 
record of the State of New York, United States Customs Court, 
United States Court of Customs and Patent Appeals, and several 
Federal courts. I was formerly Chief Chemist of the United States 
Customs Service, port of New York. Since the Tariff Act of 1922 
was passed by Congress, | have handled matters relating to importa- 
tions of coal-tar produce ts before the United States customs officials 
and before the United States Customs Court and United States 
Court of Customs and Patent Appeals. 

While Chief Chemist of the United States Customs Service, port 
of New York, I assisted the Chief of the Chemical Division, United 
States Tariff Commission, in the preparation of a report, dated 
December 12, 1918, to this commiitee by the United Siates Tariff 
Commission recommending phraseology covermg coal-tar products, 
which afterward was enacted into law as paragr: aphs 27, 28, and 
1651 of the Tariff Act of 1922. This phraseology is practic: ‘ally the 
same as that in the Tariff Act of 1930. 

I appear before this committee in behalf of my client, Sandoz 
Chemical Works, Inc., importers and domestic mi: wnufacturers of 
coal-tar dyes, coal-tar intermediates, textile auxiliaries and pharma- 
ceuticals, with offices at 61 Van Dam Street, New York, N. Y., and 
plants at Fairlawn, N. J., and Hanover, N. J. 

L wish to direct my few remarks to section 14 of the bill which 
relates to paragraphs 27 and 28 of ae Tariff Aci of 1930, as amended. 
I am suggesting certain changes and additions to the phraseology in 
this section. In subsections (b) and (c) the word “classification” is 


used. I suggest that this word be changed to ‘name or description.” 
The word “classification,” in tariff nomenclature, refers to the para- 
graph of the Tariff Act in which the commodity is classified. [no 
subsections (b) and (c) the word “classification” really refers to 
“name or description” of the article covered thereby. In the interest 
of clarity, 1, therefore, suggest the word ‘“classificatiou"’ be changed 


Lao 


to “name or description.” Furthermore, the use of the word ‘“‘classi- 
fication” might be interpreted to mean that vou could transfer an 
article from a paragraph ia the statute other than paragraphs 27 and 
28 to either of these two paragraphs. In order to set forth clearly 
this was not the intent of Congress in enacting this bill, I, therefore, 
further suggest the inclusion of the following sentence ia subsection 
(b) to follow the word “subsection,” the last word in that subsection: 

In certifving rates, provided for in this subs¢ ction, the Commission shall not 
transfer any of the articles provided for in paragraphs of the Tariff Act of 1930 
other than paragraphs 27 and 28 to said paragraphs 27 or 28. 

In section 14 of the bill there is no provision for hearings in which 
interested parties could be heard by the United States Tariff Com. 
mission in the determination of equivalent rates of duty, provided 
for in subsection (b) of section 14.) Furthermore, there is no provision 
for judicial review of the findings and recommendations by the United 
States Tariff Commission im certifying these equivalent rates of duty 
to the President. There is also no provision in the bill for hearings in 
which interested parties could be heard by the Secretary of the 
Treasury prior to his promulgation of the public list of ‘competitive 
articles.” In order for the United States Tariff Commission to 
ascertain the equivalent rates of duty for the coal-tar products pro- 
vided for in paragraphs 27 and 28, which equivalent rates of duty 
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based upon export value or the other values provided for in section 13 
of the bill, will be equivalent to the rates of duty based upon American 
selling price, it must ascertain the American selling prices of the articles 
or products listed by the Secretary of the Treasury as competitive. 
Under the Tariff Acts of 1922 and 1930, there has been considerable 
litigation as to the ascertainment of the American selling prices of 
coal-tar products and as to whether or not such products were com- 
petitive. It is a question of fact and sometimes a conclusion of law 
as to whether or not a coal-tar product is competitive and the American 
selling price of such product. Interested parties, that is importers and 
domestic manufacturers, should have an opportunity to be heard by 
the United States Tariff Commission before it certifies to the President 
the equivalent rates of duty based on findings, one of which is the 
American selling prices of these articles, by the Secretary of the Treas- 
ury before he promulgates the public list of competitive articles. 
Interested parties should be accorded the right of judicial review, as 
under the Tariff Act of 1930, as amended, of the findings and recom- 
mendations of the United States Tariff Commission and of the public 
list of competitive articles promulgated by the Secretary of the 
Treasury. 

Under section 501 of the Tariff Act of 1930, as amended, importers, 
and under section 516 of the present statute, domestic manufacturers 
or producers, have the right to file an appeal for reappraisement from 
the value as ascertained by the United States appraiser and have the 
matter adjudicated before the United States Customs Court and 
United States Court of Customs and Patent Appeals. Under section 
501 of the Tariff Act of 1930, as amended, importers, and under sec- 
tion 516 of the present statute, domestic manufacturers or producers, 
may file appeals for reappraisement from the determination by the 
United States appraiser that an article is either competitive or non- 
competitive and have the same adjudicated before the United States 
Customs Court and United States Court of Customs and Patent 
Appeals. 

In the interest of clarity, by substituting the words “name or 
description” for the word ‘‘classification”’ in subsection (b), I suggest 
that subsection be rewritten. In order that interested parties be 
accorded the opportunity to be heard and judicial review of the 
findings and recommendations of the United States Tariff Commission 
and of the public list of competitive articles promulgated by the 
Secretary of the Treasury, I suggest that subsections (f) and (g) be 
added to section 14 of the bill. These suggestions are embodied in a 
redraft of this section which I respectfully submit for the consideration 
of this committee. 

If this committee should not recommend the adoption of section 14 
of the bill, | wish to make the further suggestion that paragraphs 27, 
28, and 1651 of the Tariff Act of 1930 have been very efficiently and 
fairly administered by the United States customs officials. The only 
ciriticism which I have to offer as to the provisions in these paragraphs 
is one that it does not give a period of grace from the time that an 
article is considered competitive before there is assessment of the 
ad valorem rate of duty on the American selling price. Due to this 
fact, very frequently importers of coal-tar products are penalized. 
There is always a risk in the importation of coal-tar products which 
have been previously regarded as noncompetitive. In the event that 
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between the date of the placing of the order of an importation of a 
noncompetitive product from abroad and the date of the exportation 
of that product, if it has become competitive in the meantime, the 
ad valorem rate of duty will be assessed on the American selling price, 
with a consequent increase of approximately 100 percent of duty. 
It verv frequently happens that 1 month to 2 months may elapse 
between the date of the order and the date of the exportation of a 
coal-tar product. The importer has taken an order to import a coal- 
tar product at a price which includes the rate of duty based upon the 
United States value. If, on the date of exportation, this product has 
become competitive, he will be forced to pay the ad valorem rate of 
duty on the American selling price which will materially increase his 
cost. Having sold the coal-tar product at a price including a much 
lower rate of duty, he will be compelled te sell it at a loss. In order to 
alleviate this situation with the consequent penalties paid by im- 
porters, I suggest that there be added to subparagraph (d) of para- 
graphs 27 and 28 of the Tariff Act of 1930 the following phraseology 
or similar phraseology: 

Provided, That the ad valorem rate of duty based on the American selling price 
shall not be assessed on any imported coal tar product considered competitive 
until sixty days subsequent to the inclusion of such imported coal tar product in 
a public list promulgated by the Secretary of the Treasury. 


I further suggest that provisions be added providing for public 
hearings affording interested parties an opportunity to be heard at 
such hearings prior to the promulgation of the public list of competitive 
articles by the Secretary of the Treasury and for a judicial review of 
the findings and recommendations of the Secretary of the Treasury 


in the promulgation of this public list. 

The CuarrmMan. Does that conclude your statement? 

Mr. Prekrevi. Yes, sir. 

The Cuarrman. If there are no questions, we thank vou for your 
appearance and the information vou have given the committee. 

Mr. Prekreii. Thank vou very much indeed. 

(The following letter from Mr. E. R. Pickrell was received and 
permission granted for inclusion in the record:) 


New York, N. Y., August 21, 1951. 
Mr. Cuarzies W. Davis, 
Clerk, Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 

Dear Str: When I appeared before the Committee on Ways and Means in 
Washington, D. C., on August 16, 1951, in a hearing before that committee on 
H. R. 1535, a bill to amend certain administrative provisions of the Tariff Act of 
1930 and related laws and for other purposes, known as the customs simplification 
bill, I made a suggestion for an amendment of subparagraph (d) of paragraphs 27 
and 28 of the Tariff Act of 1930, in the event the Committee on Ways and Means 
did not recommend to the United States House of Representatives the adoption 
of section 14 of that bill. This suggestion was not incorporated in the statement 
which I made to the committee of which 50 copies were previously sent to the 
committee. I am accordingly including in this communication this suggestion 
and the reasons therefor. 

Paragraphs 27 and 28 of the Tariff Act of 1930 do not give a period of grace 
from the time that an article is considered competitive before there is assessment 
of the ad valorem rate of duty on the American selling price of such article. Due 
to this fact very frequently importers of coal-tar products provided for in these 
two paragraphs are penalized. There is always a risk in the importation of coal- 
tar products which have been previously regarded as noncompetitive. In the 
event between the date of the placing of the order of an importation of a noneom- 
petitive product from abroad and the date of the exportation of this product it has 
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become competitive, the ad valorem rate of duty will be assessed on the American 
selling price with a consequent increase of approximately 100 percent of duty. 
Very frequently it happens that 1 month to 2 months may elapse between the 
date of the order and the date of exportation of the coal-tar product. The im- 
porter takes an order to import a noncompetitive coal-tar product at a price 
which includes the rate of duty based upon the United States value. If, on the 
date of exportation, this product has become competitive, he will be forced to 
pay the ad valorem rate of duty on the American selling price which will materially 
inerease his cost. Having sold the coal-tar product at a price including a much 
lower rate of duty, he will be compelled to sell it at a loss. This situation occurs 
very frequently in the importation into the United States of coal-tar products 
provided for in paragraphs 27 and 28 with resultant penalization or loss by the 
importer. If such a period of grace is allowed between the determination that a 
product is competitive and the assessment of the ad valorem rate of duty on the 
American selling price of that product, there should also be a like period of grace 
between the time that a product, previously competitive, has been declared sub- 
sequently to be noncompetitive and the assessment of the ad valorem rate of 
duty on the United States value of such product. In order to effect these sug- 
gestions, subparagraph (d) of paragraphs 27 and 28 of the Tariff Act of 1930 
should be amended by adding the following phraseology or similar phraseology : 

“Provided the ad valorem rate of duty based on the American selling price 
shall not be assessed on any imported coal-tar product considered competitive, 
but previously considered noncompetitive, until 60 days subsequent to the 
inclusion of such coal-tar product in a competitive list of competitive products 
promulgated by the Secretary of the Treasury, and further provided the ad 
valorem rate of duty based upon the United States value shall not be assessed 


on any imported coal-tar product considered noncompetitive, but previously 


considered competitive, until 60 days subsequent to the inclusion of such imported 
coal-tar product in a public list of noncompetitive coal-tar products promulgated 
by the Secretary of the Treasury. 

I further suggest that provisions be added providing for public hearings affording 
interested parties ar opportunity to be heard at such hearings prior to the pro- 
mulgation of the public list of competitive and noncompetitive products by the 


Secretary of the Treasury and for judicial review of the findings and recommenda- 
tions of the Secretary of the Treasury in the promulgation of this public list. 

It is suggested that in providing for such public hearings and judicial review 
that the following phraseology or similar phraseology be added in an appropriate 
section of the Tariff Act of 1930: 

“Prior to the promulgation by the Secretary of the Treasury of a public list 
of competitive and noncompetitive articles or products, the Secretary shall hold 
public hearings for which reasonable public notice shall be given and shall offer 
reasonable opportunity for parties interested to be present to produce evidence 
and to be heard at such hearings. The Secretary ts authorized to adopt such 
reasonable procedure and rules and regulations as he deems necessary to execute 
his funetions under this section. 

“The testimony adduced in every such investigation shall be reduced in writing 
and a transcript thereof together with all other evidence presented and the find- 
ings and recommendations of the Secretary shall be the official record of the pro 
ceedings and findings of the Secretary. Such findings, if supported by evidence, 
shall be conclusive, except that a rehearing may be granted by the Secretary, 
and except that within such time after such findings are made and in such manner 
as protests may be filed from decisions of collectors of customs, under section 
514 of the Tariff Act of 1930, as amended, an appeal may be taken from such 
findings to the United States Customs Court by any interested importer, con- 
signee, or domestic manufacturer of the involved merchandise. 

“It it shall be shown to the satisfaction of such court that further evidence 
should be taken and that there were reasonable grounds for the failure to produce 
such evidence in the proceedings before the Secretary, said court may order such 
additional evidence to be taken before the Secretary in such manner and upor 
such terms and conditions as to the court may seem proper, or the court may 
enter such judgment or order as it finds warranted by the record before it. Any 
decision of the United States Customs Court hereunder shall be subje et to review 
upon a question or questions of law only by the United States Court of Customs 
and Patent Appeals.” 

There are enclosed herewith 50 mimeographed copies of this communication 

Respectfully submitted. 

E. R. Pickrect. 
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The CHarrmMan. The next witness is Mr. F. L. Kraemer. 
Please state vour name, address, and the capacity in which you 
appear. 


STATEMENT OF F. L. KRAEMER, CUSTOMHOUSE BROKER, 
NEW YORK, N. Y. 


Mr. Kraemer. My name is F. L. Kraemer, 44 Whitehall Street, 
New York, N.Y. | am a customhouse broker since 1895. 

I will pass over the statement I have filed. There are only two 
sections of the law that I want to speak about; that is, the sections 
known as the Administrative Act, section 402. 

| have had practical experience for vears in handling customs 
matters. The point | would like to make is that if the simplified 
tariff goes in, we should have a limitation on appraisements. 

The trouble with delays is the appraisal has become so frequent that 
I believe there must be thousands and thousands of withheld ap- 
praisals, and the average customhouse broker is forced to become the 
consignee. We have had relief under the act of 1930, under sec- 
tion 485. In that particular section they released the consignee pro- 
vided he got an owner’s declaration. We were very happy to get that 
relief. But suddenly, out of a clear sky, the matter was brought to 
court, and in an action taken in New York it was held that the custom- 
house broker acting as a consignee was not relieved. So the law was 
nullified by a decision that the redelivery bond holds open the lia- 
bility of the consignee, and | think the only thing we could hope for 
isalimitation. I think a vear should be plenty of time for an appraiser 
to finish his job. 

I have with me a bunch of additional duties on goods which were 
entered by us in 1939 that were given to me in 1950. That is over 
10 years. Fortunately, the increased duties did not amount to much. 
But the importers have long since been out of business; in fact, I 
believe they are all dead. 

What [ am concerned about is my own affair. [am a consignee. 
If | were to die tomorrow, my estate would be held up until these 
entries that have been made within the last 2 vears have been liqui- 
dated. In the case of the estates of brokers that have not been 
liquidated—and it has been a facet, and I think the Customs Bureau 
will confirm that—their wives, children, and orphans are now de- 
fending suits of the United States Government brought on entries 
made in 1920. 

| think there should be a limitation, particularly to the consignee 
who is acting in a semiofficial function for the interests of the Govern- 
ment. 

I want also to say I have warned a great many of my prospective 
customers not to venture into the customs business if they are going 
to import ad valorem merchandise, because there is all the trouble we 
have with 402. 

| think the simplification bill is a step in the right direction, and I 
hope it will be passed. 

That is all I have to say. 

The CuarrmMan. Does that conclude your statement? 

Mr. Kraemer. | am through. 


ST474 
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The CuHarrman. Are there any questions? If not, we thank you 
for your appearance and the information you have given the com- 
mittee. 

Mr. Kraemer. Would you care to have these duty notices to con- 
firm my statement? 

The Cuarrman. Do you want to insert them in the record? 

Mr. Kraemer. Yes. 

The Cuarrman. Without objection, it is so ordered. 

(The prepared statement and the matter submitted for the record 
by Mr. Kraemer is as follows:) 


STATEMENT OF FREDERICK L. KRAEMER 


In reference to H. R. 1535, I wish to express my approval of this bill, which, 
if enacted, will simplify many of the drastic administrative provisions which have 
impeded the flow of our foreign commerce in both directions. 

I would suggest adding to section 402 a clause limiting the appraisement of any 
imported merchandise to 1 year from the date of entry. The reason I make this 
suggestion is that 1 am a customs broker and a consignee. It has been the practice 
in entering imported merchandise, particular.y for importers located in the 
interior of the United States, to delegate me to act as their consignee. The reason 
for this is that the customs’ requirements cannot be complied with by those im- 
porters in sufficient time to enter their merchandise within the 48-hour period, 
beginning with the time the vessel’s entry is recorded in the customshouse. 

The delays on withheld appraisements in the past 20 years have become more 
frequent than before, so that I am confronted with demands made by the customs 
for increased duties on entries made 10 vears ago. I have with me demands which 
confirm this statement, and I believe customs records will show that demands for 
increased duties have been made on importations made 20 vears ago. With- 
holding of appraisements has made importers liable for yvears—some of whom 
have long since died. Demands for increased and additional duties are based 
on the redelivery bond, under section 448. A customs entry requires a redelivery 
bond if it contains more than one package, and all unexamined packages are re- 
leased from the dock. 

This bond must be filed at the time of entry, and is never canceled. <A court 
decision nullified the release of the consignee from liability for payment of increased 
duties, under section 485, which for a time was a great relief to me and my asso- 
ciates. The requirement for obtaining this release was under subsection D 
which is as follows: 

““(d) A consignee shall not be liable for any additional or increased duties if (1 
he declares at the time of entry that he is not the actual owner of the merchandise, 
(2) he furnishes the name and address of such owner, and (3) within ninety day 
from the date of entry he produces a declaration of such owner conditioned that he 
will pay all additional and increased duties, under such regulations as the Secretary 
of the Treasury may prescribe. Such owner shall possess all the rights of a 
consignee.”’ 

This would mean that the owner is entitled to any refunds of excessive duty. 
Under the court’s decision the Customs Bureau, in 1950, amended the regulations 
by permitting a substitute bond if the declaration of owner was filed within 90 
days, to relieve the consignee of liability for duties which have been increased. 

This should have given us the relief I now seek, but no importer will give me a 
substitute bond, for he has already authorized me, as the consignee, to give a 
bond for the redelivery of the merchandise, and he doesn’t want to pay double 
sureties. It is also difficult to obtain this substitute bond from those who are not 
familiar with customs practice, and if we were to tell them that it may be 2 or 5 
years before they are called upon to pay additional duties, or increases, they 
certainly are not going to dosoif they can get out of it. 

The most harassing result of the withheld appraisement is the fact that now the 
collector of customs files a notice with the administrator of estates of deceased 
importers or brokers, that the estates cannot be liquidated until a valid claim is 
filed on all entries made by the consignee or importer which have been liquidated 
with increased or additional duties. Invoices withheld on account of the cur- 
rency question may run anywhere from 5 to 30 years. I believe that many 
invoices are held up on account of the fluctuation of the foreign currencies. The 
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Uruguay currency held up some of our importations 10 vears, as this country had 
multiple rates like a great many other countries. There are other ve ry cogent 
reasons Why the time period should be limited, for it may de velop that H. R. 1: 535 
may cause considerable delay on account of the lack of help in the appraiser’s 
store, and the delay caused by foreign investigations. There is so much time 
consumed in trying to ascertain facts that the customs now require under the 
present law. 

A section which should be amended, if it meets with vour approval, is section 498, 
not covered by H. R. 1535. This should be amended so as to cover merchandise 
paying a specific duty. The practice today is that if the casualty is on merchan- 
dise paying a specific rate of duty, no allowance will be made if the merchandise 
is not abandoned. We were interested in attempting to have an allowance made 
on shelled nuts which had been damaged by sea water, and were inedible. These 
nuts were recovered and were suitable to have the oil extracted, which is a valuable 
product in itself, but the duty being very high on nuts, as much as 18 cents a 
pound, precluded any efforts to salvage the oil that is in those nuts. Now, if 
the percentage of damage could be applied to the duty rate on many of these 
salvageable goods, a part of the value could be recovered, and duties paid ac- 
cordingly. 
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WHereas, certain articles described in an application dated 
19 __, for special permit to land and deliver immediately are expected to art 
, from 
, and the immediate delivery of such articles is neces 
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at the port of 
on 
ta 
sary; and 
WHEREAS, pursuant to regulations promulgated under the provisions of 
section 448 (b), Tariff Act of 1930, the above-bounded principal desires t! 
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release of the articles described in the application prior to the making of a formal 
entry therefor and the payment of duties thereon; or 

WHEREAS, certain articles have been imported at the port of : 
and entered at said port for consumption on entry No. , dated 

, 19__., and described therein; and 

WHeEREAs, the above-bounden principal desires release of the articles described 
in the permit or entry prior to the ascertainment by customs officers of the 
quantity and value of such articles, and of the full amount of the duties and 
charges due thereon, and prior to the decision by the proper officer as to the 
right of the articles to admission into the United States: 

Now, THEREFORE, THE CONDITION OF Tuts OBLIGATION IS Sucun That 

(1) The above-bounded principal, in consideration of the release of all or any 
part of the shipment covered by the entry specified above before the full amount 
of duties and taxes imposed upon or by reason of importation has been finally 
determined, and notwithstanding section 485 (d), Tariff Act of 1930, or any other 
provisions of law, voluntarily undertakes and agrees to pay any and all such 
duties and taxes found to be due on the shipment referred to, but not in excess 
of the amount of this bond, upon condition that no other provision of this bond 
shall be invoked for the purpose of enforcing the collection of such duties ana 
taxes and upon the further condition that this obligation to pay any and all 
such duties and taxes found to be due on the shipment (not exceeding the amount 
of this bond) shall become null and void and of no force and effect on and after 
the date on which the above-bounden principal files with the collector in the 
manner and within the time prescribed by the regulations a superseding bond 
on customs Form 7601 of the owner whose declaration has been filed in accord- 
ance with the provisions of said section 485 (d), in which bond the owner under- 
takes and agrees to pay any and all such duties and taxes found due on the 
shipment covered by the above-mentioned entry; 

(2) If, in cases where the merchandise has been released prior to entry pursuant 
to section 448 (b) of the tariff act, the above-bounden principal within the time 
prescribed in section 8.59, Customs Regulations of 1943, as amended, after the 
release of the articles described in the application for a special permit, shall 
make entry for such articles and deposit the duties and taxes imposed upon or 
by reason of importation estimated to be due thereon; or if, in the event of failure 
to make entry or to deposit such duties and taxes, he shall pay to the collector 
of customs as liquidated damages an amount equal to the value of the merchan- 
dise plus the duties and taxes thereon (it being understood and agreed that the 
amount to be collected shall be based upon the quantity and value of such mer- 
chandise as determined by the collector of customs, and that the decision of the 
collector as to the status of such merchandise, whether free or dutiable, together 
with the rate and amount of duties and taxes, also shall be binding on all parties 
to this obligation) ; 

(3) And if in any case the above-bounden principal shall redeliver or cause to 
be redelivered to the order of the collector of customs, on demand by him, in 
accordance with the law and regulations in effect on the date of the release of 
said articles, any and all merchandise found not to comply with the law and 
regulations governing its admission into the commerce of the United States, 
unless before such demand the said principal shall have filed with the collector 
of customs a superseding bond on customs Form 7601 in which the actual owner 
whose declaration has been filed pursuant to section 485 (d), Tariff Act of 1930, 
shall have undertaken upon proper demand on such owner to effeet such rede- 
livery; or, in default of redelivery after a proper demand on him, the above- 
bounden principal shall pay to the said collector such amounts as liquidated 
damages as may be demanded by him in accordance with the law and regulations, 
not exceeding the amount of this obligation, for any breach or breaches thereof; 

(4) And if in any case the above-bounden principal, in respect of any of the 
merchandise released from customs custody, shall redeliver or cause to be rede- 
livered to the order of the collector of customs such additional packages or 
quantities of merchandise as may be desired by the appraiser pursuant to section 
199, Tariff Act of 1930, as amended, for the purpose of examination, inspect 
or appraisement, upon a demand made at any time before the appraiser’s report 
of appraisement, unless before that time the said principal shall have filed with 
he collector of customs a superseding bond on customs Form 7601 in which the 
ration has been filed pursuant to seetion 485 (d), Tariff 


On, 


actual owner whose decla 





Act of 1930, shall have undertaken upon proper demand on such owner to effect 
‘delivery for such purposes: or, in default of redelivery after a proper demand 
him, the above-bounden principal shall pay to the said collector such amounts 
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as liquidated damages as may be demanded by him in accordance with the lay 
and regulations, not exceeding the amount of this obligation, for any breach o; 
breaches thereof; 

(5) And if in any case the above-bounden principal shall redeliver or cause t 
be redelivered to the order of the collector of customs for marking pursuant | 
the provisions of paragraph 367 or 368, or section 304, Tariff Act of 1930, ; 
amended, upon a demand made not later than twenty (20) davs after the a; 
praiser’s report of appraisement, such of the merchandise as may have he: 
released from customs custody, unless before that time the said principal sha 
have filed with the collector of customs a bond on customs Form 7601 in whi 
the actual owner whose declaration has been filed pursuant to said section 485 (d 
shall have undertaken upon proper demand on such owner to effect redeliver 
for such purposes; or, in default of redelivery after a proper demand on him, t!y 
above-bounden principal shall pay to the said collector such amounts as liqui 
dated damages as may be demanded by him in accordance with the law a: 
regulations, not exceeding the amount of this obligation, for any breach o: 
breaches thereof; 

(6) And if in the case of any and all merchandise found not to comply wit! 
the law and regulations governing its admission into the commerce of the Unite 
States, the above-bounden principal after proper notice shall mark, label, clea: 
fumigate, destroy, export, and do any and all other things in relation to said 
merchandise that may be lawfully required, and shall hold the said merchandis: 
for inspection and examination, unless the said principal shall have filed wit! 
the collector of customs a bond on customs Form 7601 in which the actual owne: 
whose declaration has been filed pursuant to section 485 (d) shall have under 
taken after proper notice to mark, label, clean, fumigate, destroy, export, and 
do any and all other things in relation to the said merchandise that may by 
lawfully required, and to hold the said merchandise for inspection and examina 
tion; or in default thereof, shall pay to the collector of customs as liquidated 
damages an amount equal to the value of the merchandise with respect to whic! 
there has been a default, as set forth in the entry, plus the estimated duties 
thereon, as determined at the time of entry; 

(7) And if in any case the above-bounden principal shall deliver to the collecto: 
of customs such certified invoices, declarations of owners or consignees, certificates 
of origin, certificates of exportation, and other documents as may be required by 
law or regulations in connection with the entry of said articles, and in the forn 
and within the time required by law or regulations, or any lawful extensio: 
thereof, or in the event of failure to comply with any or all of the conditions o 
this section (7) shall pay to said collector such amounts as liquidated damages a- 
may be demanded by him in accordance with the law and regulations, not exceed 
ing the amount of this obligation, for anv breach or breaches thereof: 

Then this obligation shall be void; otherwise it shall remain in full forceJand 
effect. 

Signed, sealed, and delivered in the presence of— 
(Name) (Address) 
sanstecde gbtiinwaiaties (SEAL) 
(Name) (Principal) 


(Address) (Surety) 
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CERTIFICATE AS TO CORPORATE PRINCIPAI 


I, ; , certify that I am the * of the 
corporation named as principal in the within bond; that , who 
signed the said bond on behalf of the principal, was then of said 

poration; that I know his signature, and his signature thereto is genuine; and 
that said bond was duly signed, sealed, and attested for and in behalf of said cor- 
poration by authority of its governing body. 

5 [CORPORATE SEAL] 
(To be used when no power of attorney has been filed with the collector of 
customs) 


* May be executed by the secretary, assistant secretary, or other officer of the corporation. 


INSTRUCTIONS 


1. The surety on this bond may be one corporation authorized by the Secretary 
of the Treasury to act as surety, or two responsible individual sureties, unless the 
collector shall be satisfied that one is sufficient for the protection of the Govern- 
ment. Each individual surety shall justify in a sum not less than the amount 
of the bond and his sufficiency shall be shown by affidavit made on customs 
Form 3579. If one individual is accepted as surety, he shall qualify in a sum 
equal to twice the amount of the bond. 

2. A firm, as such, shall not be accepted as a surety, nor a partner for co- 
partners or for a firm of which he is a member. Stockholders of a corporate 
principal may be accepted as sureties provided their qualifications as such are 
independent of their stock holdings therein. 

3. The name, including full Christian name, and residence of each individual 
party to the bond shall be inserted in the body thereof, and each such party 
shall sign the bond with his usual signature on the line opposite the scroll seal, 
and if executed in Maine or New Hampshire, an adhesive seal shall be affixed 
opposite the signature. The signature of each individual party to the bond shall 
be witnessed by two persons, who shall sign their names as witnesses, followed by 
their addresses. 

4. If the bond is given by persons composing a partnership, the execution of 
such bond by any member thereof, or by any person holding a power of attorney 
which power, or a certified copy thereof, shall be filed with the collector) au- 
thorizing him to execute the bond on behalf of such partnership, will bind the 
other partners in like manner and to the same extent as if such other partners 
had personally joined in the execution. Partnership bonds shall be executed in 
the firm name, with the name of the member or attorney of the firm executing 
same appearing immediately below the firm signature. The names of all per- 
sons composing the partnership shall appear in the body of the bond, as, for ex- 
ample, “‘A, B, and C, composing the firm of A, B, and Co.” 

5. If the principal or surety is a corporation, the name of the State in which 
incorporated shall be inserted in the appropriate place in the body of the bond; 
and the bond shall be executed in the corporate name, immediately followed by 
the signature of a person duly authorized to act in its behalf; and (except in 
cases to which Treasury Decision 34045 of January 5, 1914, is applicable) the 
bond shall be attested under the corporate seal. If the corporation has no cor- 
porate seal, the fact shall be stated, in which case a scroll or adhesive seal shall 
appear following the corporate name. 

6. The official character and authority of the person or persons executing the 
bond for the principal, if a corporation, may be certified by the secretary, assist- 
ant secretary, or other officer of the corporation, according to the above form. 
This certificate need not be executed if a power of attorney has been filed with 
the collector evidencing the authority of the persons executing the bond on be- 
half of the principal. 

7. A married woman shall not be accepted as surety. If an unmarried woman 
acts as surety, she shall include in her affidavit on customs Form 3579 a statement 
setting forth the fact that she is unmarried. 

8 Bonds in which alterations and erasures occur shall have placed upon them 
a statement by an agent of the surety company, or by the individual sureties, 
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that such alterations or erasures were made prior to the signing of the bond 
if such alterations or erasures were made after the bond was signed, the cons 
of all the parties thereto shall be written in the bond. 


(The following letter was later received from Mr. Kraemer:) 


F. L. Kraemer & Co., 
New York, August 23, 1951. 
The Commirrer ON Ways ano MBANsS, 
House of Representatives, Washington, D. C. 

GENTLEMEN: We have filed a statement suggesting an amendment to the 
proposed section 13-102 of the Tariff Act of 1930, for a time limit of 1 year fr 
the date of importation to appraise imported merchandise. 

We also suggest an amendment to section 498, which section is not covered b 
H. R. 1535. Section 498, at the present time, is construed to apply an allo 
ance of duty, in whole or in part, only on such damaged merchandise paying ad 


valorem dutv. The Customs Bureau have rendered a decision, T. D. 49654. 


this effect. 

The Tariff Act authorizes the Secretary of the Treasury to abate or refund, 
whole or in part, duties paid on merchandise damaged after importation. W 
see no logical reason why the customs regulations should deny any allowance o; 
duty on imported merchandise paving a specific duty, when damaged on thy 
voyage or importation; and at the same time make an allowance on duties if thy 
casualty occurred after importation, under section 563. 

We suggest, for the simplification of the proposed Tariff Act, incorporati: 
under section 498 under paragraph 2, after the word ‘‘shipper,”’ this amendment 

“The Secretary of the Treasury is authorized to make such regulations as wil! 
allow abatement and refund to be made on duties assessed on goods damaged 
on the voyage of importation.” 

We believe this suggested amendment is necessary to correct an inconsistent 
and conflicting interpretation of section 498 in view of section 563. 

There should be no discrimination between ad valorem and specifie duty i: 
making allowance for damage. 


tespectfully submitted. 
Freperick L. KRAEMER. 


(The committee thereupon adjourned until Thursday, September 
13, 1951, at 10:50 a. m.) 
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THURSDAY, SEPTEMBER 13, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Robert L. Doughton (chairman) 
presiding. 

The Cuamman. The committee will come to order. 

Our first. witness will be Mr. Edwin G. Martin, attorney for the 
American Knit Handwear Association. 


STATEMENT OF EDWIN G. MARTIN, ATTORNEY FOR THE AMERI- 
CAN KNIT HANDWEAR ASSOCIATION, GLOVERSVILLE, N. Y. 


Mr. Martin. My name is Edwin G. Martin, and I am an attorney 
for the American Knit Handwear Association. 

The American Knit Handwear Association represents the Amer- 
ican manufacturers of seamless knit gloves and mittens. It welcomes 
the opportunity afforded by the hearings on HL. R. 1535 to go on record 
in favor of true simplification of the customs administrative laws. 

The association believes that the protection of American industries 
which is needed to offset the advantages enjoyed by foreign producers 
should be concentrated in the tariff, and the customs administrative 
provisions should be designed primarily to assure a fair application 
of the tariff rates. In other words, it is not a proper function of the 
administrative provisions to hamper trade or to impose unnecessary 
burdens on importers. 

On the other hand, the association must call attention to the need 
for continuation of a protective tariff system in the United States. 
Many of our industries continue to need some protection against the 
low-wage producers abroad, and the Congress should be alert against 
efforts to dilute our protective tariff system still further in the name 
of customs simplification. 

One such effort is the proposal, found in sections 13 and 14 of the 
bill, to abolish the American selling price principle of tariff valua- 
tion. ’ 

Most. of section 13 seems to be true simplification, in that the pri- 
mary bases of value are made easier of administration, and some 
unfair or incongruous details of existing law are eliminated, A|- 
though it will result in some reduction of dutiable values and, there- 
fore, of existing protection, the association is willing to accept it, 
but only if a datable definition of “American selling price” is added, 
American selling price has never been adopted by Congress as 
general or primary basis of value, but it has been in our law for 


~~ 
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$3 decades for use in special cases. The association does not ask 
that it be made a primary basis of value now. It recognizes that there 
may be serious administrative problems in the general use of this 
system. However, history has proved that American selling price 
is an indispensable basis for a protective tariff in special circum 
stances which may be a few, but are very important. 

If this committee will examine the ‘Tariff Commission's report- 
on wool knit gloves and rubber footwear under section 536 of the 
Tariff Act of 1930—as a result of which American selling price was 
applied to these products—it will readily see from the cost analyses 
that these domestic industries would have been destroyed in the 1950's, 
except for the application of American selling price. Similar extreme 
‘ases are eet to develop, for these or other industries; and we 
do not believe it would be in the national interest to permit their de 
struction. The Nation needs these industries as employers of labor 
in peacetime and as producers of strategic goods in wartime. 

It has been alleged that the proponents of the principle of Amer- 
ican selling price favor that system because it permits concealment 
of the height of tariffs. This is certainly not so for the American 
knit-glove industry. Anyone can readily see from the Tariff Com- 
mission’s report on wool knit gloves how high the tariff is on the 
basis of American selling price, as compared to foreign or export 
value. 

The association is willing to accept section 13, if the principle of 
American selling price is restored for use in special cases. Similarly, 
subsection (e) of section 14 needs to be eliminated in order to permit 
future use of American selling price when investigation of cost of 
production shows it to be necessary. 

Some other sections of the bill probably need comment, However, 
the shortness of notice of the hearings, combined with the preoccupa- 
tion of the industry with supplying gloves and mittens to our military 
forces, has compelled us to limit our comments to the most important 
problem of valuation. 

Mr. Reep. I wonder if there is anything new that you care to cover 
at this time, 

Mr. Martin. Yes. 

Mr. Reep. Will you bring those points out? 

Mr. Martin. Yes. 

In view of the adjournment of the hearings for the past month, I 
think the last paragraph should not be given any attention here. We 
have had an opportunity to examine the bill in more detail, but in 
the penultimate paragraph, where we refer to subsection (e) of sec 
tion 14, this policy statement was prepared very hastily in view of 
the fact that we had only a few days to make up our minds and get it 
in, and it was kept to a bare minimum. 

Our principal concern was with regard to the retention of the 
American selling-price system. 

Originally we thought that there would not be any great objection 
on our part to conversion of the existing rates to the export value 
basis, but since the only reason for converting the rates is the un- 
sound belief of some people in the administration that the American 
selling-price system is unsound, we feel sure we can convince thie 
committee that the system is sound and that the existing rates should 
be continued on the basis of the American selling price. 
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So that last sentence, in the penultimate paragraph, should read: 
“Similarly, section 14 needs to be eliminated—” 

Now, Mr. Chairman, earlier in the hearings it was brought out this 
bill was prepared by the Treasury Department primarily, in consul- 
tation with representatives of other agencies 

Mr. Reep. May I interrupt? Are you going to another document 
here that is before us¢ 

Mr. Martin. Yes. There is before you a memorandum of points 
dated August 20 or August 21. 

Before taking that up I would like to finish the record about the 
preparation of the bill. It has been testified that representatives of 
importers were consulted, but not representatives of American 
manufacturers. 

I think that the record should have added to it one sentence of a 
speech made by Hon. Wayne Chatfield Taylor on April 27, 1950, 
at Which time he was Assistant to the Administrator of the ECA. 
Previously he had been Assistant Secretary of the Treasury and 
Under Secretary of Commerce. 

Mr. Rexep. You served with the Tariff Commission with great dis- 
tinction and you are familiar with all these terms. Will you explain 
in detail just why and how the American selling price is so 
unportant ¢ 

Mr. Martin. Yes. I have that in the points that I will cover in 
just a moment, Mr. Reed. 

Mr. Jenkins. What are you reading from? 

Mr. Martin. I would like to read one sentence from a speech of 
Mr. Chatfield Taylor. Technically, it was on the bill of the last 
Congress, but it would apply to this bill. 

In this speech Mr. Taylor said : 

When and if the Customs Simplification Act of 1950 becomes law, it might 
well be called “the Harry Radcliffe Act of 1950,” or better still, the first install- 
ment of “the Radcliffe Reform Movement.” 

The Mr. Radcliffe referred to is the executive vice president of the 
National Council of American Importers who testified before this 
committee last month. 

Mr. Chatfield Taylor may have exaggerated just a wee bit in calling 
this the Radcliffe bill inasmuch as Mr. Radcliffe disowns section 14 
in his testimony before the committee. On that point we are certainly 
in agreement with Mr. Radcliffe. It should not be in the bill. 

Now, just a word about valuation. Our basis of dutiable value 
las historically been the foreign value system, generally speaking. 
We have never taken the selling price of the particular imported ship- 
ment, as the basis of value. Our value basis has always been the 
market price. 

The difference is this: Where vou have goods being imported by a 
large trader and a small trader, the large trader frequently buys at a 
lower price than the small trader. If you took the selling price of the 

dividual shipment the large trader would be paying a smaller duty 
per unit than the small trader because the latter’s purchase price 
would be higher. 

Our philosophy has been equality of opportunity. The idea has 
been that whoever imports a widget pays the same duty on it as anyone 
else regardless of the quantity of his importation. So it is important 
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to bear in mind that while we have used the foreign value system, 
that has not been the value of the particular importation. It has 
always been the market price for goods of that sort. There has been 
some confusion previously in the hearings in which witnesses have sug- 
gested that the American selling price just has no relation to the 
value of the imported goods. 

Actually, of course, the American selling price has a great deal of 
relation to the imported goods. The importer would not be bringing 
the goods here without some fair idea of what they would realize in 
this market. When he sells his goods here he is just as much in com 
petition with the domestically produced goods as he is with the similar 
goods brought in by other importers. 

So I just want the committeee to be clear—— 

Mr. Reep. We are not clear as far as I am concerned. I want you 
to give me a practical example now of foreign value and Americar 
valuation. Just spell it out. 

Assume that you are an importer and you are dealing with some 
specific line of goods abroad and you are going to bring them in here. 
Illustrate that, if you will. 

Mr. Martin. I am a foreign manufacturer of widgets. I know 
that there is a good market in the United States for that product. 
I can make the product for the equivalent of $1, United States money, 
and sell it for $1 and keep in business. 

The selling price in the United States is $1.50 on that product. Now, 
suppose that the tariff duty is 25 percent. I will have to eliminat: 
shipping charges from this because it will complicate the figures too 
much. [can sell the widget for $1. Tecan add to that the United States 
duty of 25 percent, which, based upon my foreign selling price, comes 
to 25 cents, and have it in this market for $1.25, which gives a 25-cen! 
mark-up for marketing the product in the United States before 
would go over the price of the domestic goods; that is, if the duty is 
based on the foreign or export value. 

However, if that same duty were based wpon the American selling 
price, then the rate of duty of 25 percent would be applied, not to tl. 
price at which it was sold abroad for $1, but it would be applied to th 
United States selling price of $1.50. In other words, instead of hia 
ing a 25-cent duty on the product the duty would be 3714 cents. 

I think it is true that ordinarily the American valuation is a hig! 
basis of value than the export value. That is pretty generally tri 
There are some exceptions where that is not the case. as in cases whe: 
the United States has exceptional advantages in pro.tucing the goo 
But generally speaking, so far as our competitive imports are co) 
cerned, the American selling price, by definition, would have to ly 
higher than the foreign value because if it were not there would 1 
be any incentive for a foreigner to ship here, duty or no duty, «1 
of course, excluding dumping and subsidization from the illustratic 
I am trying to keep it as simple as possible. 

Mr. Reep. That is what I wanted for the record. 

Mr. Martin. The case I cited is not the sort of case where the Ame 
ican selling price needs to be applied to the imports. IT was just ilu 
trating the difference. The American selling price needs to be app!) 
when there is a much wider disparity between the foreign value an 
the domestic value, or where the foreign industry is cartelized o 
somehow has monopolistic controls where it can sell in the U: 
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States for any price that it darn well pleases regardless of our concept 
of the cost of production. 

Mr. Jenkins. In these discussions what has become of the old doc- 
trine of the difference between the cost of production abroad and here / 

You talk about the selling price. Well, you may have 10 different 
manufacturing plants mi: aking the same article, and each one will have 
a different selling price. The price in California would be one thing 
and in Maine another. The selling price will not be the same all over 
the Nation. But there is a means “by which you can determine what 
it costs to make it, abroad and here. I always thought that the cost 
of production was the controlling factor with regard to price, but in 
these discussions we do not hear much said about that. You always 
talk about the American selling price and the foreign selling price. 

Mr. Martin. | think the cost of production is the most important 
factor going into the trade. I believe, though, in more recent years, 
the concept of trying to have your tariff equalize the cost of produc 
tion has not received too much attention. 

In the early 1900's and up until the middle 1930's a great deal of 
attention was paid to the cost of production. The Tariff Commission 
had a considerable number of cost of production investigations which 
resulted, some in increases and some in decreases, of duty. 

Mr. Jenkins. Then we have lost that concept since we have taken 
up this reciprocal-trade-agreement business ¢ 

Mr. Marry. As a matter of practice, we have substantially lost it. 
We still hear talk about it as one of the important features that is 
taken into consideration when they have data to consider, but I do not 
think they often make much effort to get these data. 

Mr. Jenkins. I take it, as Mr. Reed suggests, that from what you 
say and from what I have been able to gather from listening to the 
hearing——that is a sort of a lost word in this program—the difference 
between the cost of production abroad and here. IT thought that that 
was always a very salutary and sound doctrine. 

Mr. Marvin. I think it is a very important factor, Mr. Jenkins, and 

think that we can still hope it will come back to playing a more 
prominent part in our international economic affairs. T do not see 
that as an immediate propes sition, but perhaps it 1s net too far off. 

Mr. Reep. Have you given any thought to the effect of the police Vy ot 
ECA abroad in insisting that before they grant benefits they will pass 
upon these countries’ techniques of produc tion, cost of p production, 
and all that? Have vou given any thought tothat? T see that there 
is something arising abroad on that now. 

Mr. Martin. I do not know too much about that, Mr. Reed. Tam 
sorry. 

The ECA, I believe, has been trying in France to get improved 
— tion hae ‘hniques going. 

Roeep. In Holland, too, and Holland has protested very vig- 
chee, 

Mr. Martin. I apologize, but I do not know much about that. 

So much, Mr. Chairman, for the basic concept of tariff valuation. 

Of course, it is terribly important to us because so many of our 
voods are dutiable on an ad valorem basis. 

In the early trade agreements, preceding the Geneva agreements, 
we customarily had provisions to the effect that the basis of dutiable 
value would not be modified so as to jeopardize the tariff concessions 
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which were granted. Obviously, if you agree not to assess more tha) 
a 10-percent rate on a product and then proceed to rate your dutiab|, 
value so as to double the valuation basis, you are assessing in effect 
20-percent rate. 

None of these earlier agreements undertook to attack this America: 
selling price principle which has been fundamental in our law sine: 
1922; fundamental, that is, as a last resort for industry when othe: 
methods of valuation were inadequate. 

Now, in the ITO charter the State Department undertook to abolis), 
the American selling price system. They did not think, though, tha: 
it was proper to do that by trade agreements. All of the drafts of 
the ITO charter contained it, but as late as March, 1947, just before 
the opening of the Geneva negotiations, the State Department repre- 
sentative himself said: 

The delegate for the United States considered that the provisions contained 
in article 5, tariff valuation, should not be included in the draft agreement. 

That draft agreement meant GATT. That was the drafting con- 
mittee set-up, 

Sometime after the negotiations opened the State Departmen: 
changed its mind and decided it would put this provision in GATT 
condemning the American selling price. Why they did that I do 
not know. I guess that I could not say if I did know. There was 
some change in their attitude there from the time that the negotiation. 
started. Verhaps they considered ITO as a lost cause. I do not 
know what it was. 

By that one motion of putting into an international agreement 
condemnation of our last resort for tariff protection in the United 
States 

Mr. Reep. Pardon me right there. Does GATT sg tee in this sim- 
plification bill and ITO, and does that have any bearing on this 
quest ion? 

Mr. Marri. I take it the reason this bill proposed to abolish the 
American selling price is that GATT says that we shall not base our 
dutiable value on the value of domestic goods. 

Mr. Reep. That isit. All right. 

Mr. Martin. I think it is a most unwise provision in GATT. 

This section 14 is a low tariff provision. I do not want to sugges! 
that it reduces the present tariff protection. On that I am neutral. 
I do have some fear there, but I cannot demonstrate that it will. | 
it does wipe out a provision we have had in our law since 1922 un 
which American industry could get increased tariff protection when 
the cost of production investigations by the Tariff Commission showed 
that they needed it. That is the provision of section 336 (b) of the 
tariff act which permits the duty to be based on the American selling 
price when the costs show that basing the duty on foreign value wi! 
not give enough duty to equalize the difference in the cost of prod 
tion. 

So I think it is fair to say this provision which wipes out that rem- 
edy is a low tariff provision; not that it cuts tariffs now. It prevents 
future protection. 

Mr. Reep. May Task you aquestion? Have you given any thought, 
or study, to the effect of the peace treaty with Japan so far as her 
entering into competition in the markets of the world is concerned / 
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Is there anything that will keep her from entering into the markets 
of the world with her low-cost production? I understand that she 
made a teriflic comeback in textiles. 

Mr. Martin. I do not believe that the peace treaty itself would 
guarantee Japan’s entry into the markets of the world. 

Mr. Reep. They do not guarantee it, but the point is, will they if 
they become a sovereign nation? They can apparently go over any 
tariff wall. I wonder what the answer will be. I wonder if that 
will lead to a lot of trade friction, 

Mr. Martin. It might very well. 

Mr. Reep. Before the war one of the troubles was that they could 
put their fabrics into Caleutta and undersell the British and they 
could put their production into Liverpool and Londow and undersell 
(ireat Britain, and that was in the years preceding the war. 

Mr. Martin. I think the most immediate question that observers 
are watching is whether under their newly found freedom the Japa- 
nese will repeal the antitrust laws that the United States has caused 
them to enact under the occupation and build up the prewar giant 
combines under which foreign trade could be pretty well directed 
without too much regard to costs, even with their low costs. 

Now, Mr. Chairman, I would like to consider the elements, the com- 
merce policy elements, that are pertinent to this question of American 
valuation. It is unfortunate that the State Department has not tes- 
tified on this bill because we do not know why they wrote into GATT 
the prohibition of the use of the American selling price. That will 
require me to cover some points that they might not bring up or they 
might. I will jus st have to cover everything that I know that has 
been considered in the past as germane to the problem. 

Now, the principle of American selling price is legitimate under 
liberal trade policies. It conforms with all the principles of the gen- 
eral agreement on tariff and trade except the one proscribing use of 
the value of domestic goods. The prohibition of such value is not 
based on sound reason. 

The reports of the Tariff Commission that I have referred to make it 
clear that without this device there are some industries that would 
not be in existence today. The American selling price conforms to 
all the liberal trade provisions set up in GATT. I do not think it is 
hecessary to take the committee's time to read them. 

Wherein does the American selling price fall down? It is a fair 
basis of value. It is definite. Everybody knows it. It can be ascer- 
tained. The selling price can be ascertained by the foreign exporter. 
It conforms with everything in GATT, in other words, except this one 
prohibition which says that you shall not use it. There is no reason 
given in GATT for the prohibition, but the prohibition is just there. 

Now, the Treasury Department says that the American selling 
prices are arbitrary. We have to bear in mind that GATT does not 
say that. GATT carefully distinguishes. GATT says that you shall 
not base your value on the price of domestic goods, or on arbitrary 

value. It does not say “other arbitrary value.” It just says the 
American selling pirce, —_ facto, whether or not it is arbitrary. 

Section 402 (g) of the Tariff Act of 1950 is fairer to traders than 
some systems of domestic value used abroad which continue permis- 
sible under the general agreement. 
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The Geneva agreement leaves it up to each country to determine the 
time and place at which value is to be ascertained. Some countries, 
in fact, practically all countries outside the Western Hemisphere, 
use some sort of domestic value system. Most of them use quite a 
number of them. Perhaps most use the landed value system, that is, 
the price of the imported goods plus the cost of bringing them to the 
country of importation. Some of them use the domestic value sys- 
tem; namely, irrespective of the import cost of the goods, their going 
price in the markets of the importing country at or after the time of 
importation. 

It is perfectly clear under these landed valuation systems in which, 
the value is taken as of a market price after or at importation, the 
foreign exporter has no basis for computing his duty prior to the 
time of shipment because the value cannot be known until after the 
goods have been shipped and arrive at their destination. 

On the other hand. under our American selling price system, the 
foreign exporter can compute his value, his dutiable value, at the 
time that he makes the shipment. Presumably he knows what the 
American market is at that time. If he does not know, he is going 
in for quite a gamble in making the shipment at all. He knows that 
the price at the time of exportation is the price on which the duty is 
going to be taken. 

It seems clear that this system gives importers a square chance to 
figure their costs in advance, more than the systems of other coun- 
tries which are permissible under the general agreement. 

American selling price is necessary to an effective protective tariff 

in certain special cases. This country has been trying to get foreign 
countries to change their cartel systems ever since the war. It started 
during the war. I do not think it ever made much progress except 
in the areas it occupied in Germany and Japan. It has made a little 
yrogress there because in can dictate the terms, but it has not gotten 
sritain, France, Belgium, Switzerland and Italy and other countries 
to change their policies. We are asking again they change, but after 
all these years it does not seem to me that we have much chance of 
Success, 

Well, these cartels, when they want to get into a particular market. 
they can get in: that is, under the American system of having tariff 
duties prescribed. They can sell the goods for anything. They can 
give them away. They can subsidize them. So in that case, if you 
base your duty on the export value—— 

Mr. Drxerin. What do you mean by saying, “They give them 
away”? Do we not have an antidumping law to restrain that kind of 
nonsense’ Have we not invoked that law time and time again ¢ 

Mr. Martin. We have invoked the antidumping law, Mr. Dingell, 
only once in 5 years. 

Mr. Dineei.. But we have the right and the leverage to invoke it 
in practices of that kind. Do we or do we not ¢ 

Mr. Martin. We have not invoked it. 

Mr. Dinceii. We do have the leverage. That is the question and 
you can answer that. 

Mr. Marrin. There is a considerable leverage, Mr. Dingell, with 
limitation in the Antidumping Act. 

Mr. Dinceii. But we can invoke it, can we not? You can answer 
that yes or no, Give me an answer to the question. 
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Mr. Martin. Yes; the Administration can invoke it, subject to 
court review as to whether it has complied with the law. There are 
many reasons why the Antidumping Act is not effective in the case 
of cartels. I do not say that it could not be made effective. It has 
not been effective so far. 

Now, the American selling price may also be needed where foreign 
markets are demoralized by drastically falling prices. I cannot em- 
phasize too much that we are not asking for this as a general system 
of valuation. We are asking for it only as a last resort, where the 
American industry is faced w vith extinction. We think that the Con- 
gress should permit the Administration leeway to take administrative 
action to save it by increasing the tariff, by putting the tariff on the 
American selling price system of valuation. 

Mr. Mason. You say that we should give the power to the Admin- 
istration to act in this question, but this Congress has given the Ad- 
ministration the power to invoke the Antidumping Act and it has 
not done so. What good is it to give power to the Administration that 
will not use that power? 

Mr. Martiy. Mr. Mason, our industry is optimistic, not that there 
has been any recent evidence on which we could base the optimism. 

But fifteen years ago when this industry was faced with extinction 
they did prevail upon the Tariff Commission to have a cost investiga- 
tion and the Tariff Commission did report, and President Roosevelt 
did apply the American selling price which saved this industry. 

Now it may be that we are unduly optimistic in today’s world. We 
would certainly like to see the principle retained. Perhaps we have 
a chance of having it available if and when this emergency faces us 
again, 

Mr. Mason. Would the retention of the American selling price be 
consistent with the GATT agreement ¢ 

Mr. Marrry. No, sir. 

Mr. Mason. The effect of approving this bill would be to approve 
GATT; would it not do so? 

Mr. Martin. I think that was the intention of the drafters of the 
bill. 

Mr. Mason. If that is true, how ean you be for this bill? Are 
you for GATT except for that one point ? 

Mr. Martin. I do not think that I can commit this industry for 
being for GATT, Mr. Mason. This industry is for customs simpli- 

cation, but I think that there are very serious questions about the 
iultilateral character of GATT. 

Mr. Mason. You point out only one point; namely, the American 
-elling price. It seems to me that if you put that back in you 
would be for it; is that right ¢ 

Mr. Martin. That is right, Mr. Mason. That is the only provision 
in GATT that we are objecting to at this hearing, although I think 
there are some other provisions that are worthy of comment. 

The arguments that have been advanced against the American 
selling price do not stand up under analysis. They are all unsound, 
The American selling price is alleged to conceal the height of the 
tariff. That is certainly not the case where you have the American 
aire ng price applied as the result of a T ariff! Commission investi- 

gation, because the Tariff Commission’s report shows very clearly 

hat the relationship is between the American selling price and for- 
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eign value. It is very simple to look at the report, if anyone is i) 
terested, and see—yes; American selling price is a higher base 0! 
value. It is easier to see how much higher. 

Now, the information is readily available to the Census Buren 
to report on the height of the tariff under the American selling pric 
compared to foreign or export values, They do not report on i) 
but I do not see how that detracts from the principle of tariff valus 
tion based on the local value. 

The law requires that all invoices show the purchase price of th 
goods. It would not be troublesome to compile that and publish i: 
along with the American selling price of the goods. Anyone cou| | 
then readily see there what the relationship is. I do not believe thy 
failure, though, of the Census Bureau to perform that task results i: 
an argument against tariff principles. It is simply negligence o) 
the part of a , mameerin agency if indeed the matter is of grea‘ 
importance. 

Now, it has been alleged that the American selling price does no 
reflect the value of imported goods. We have gone into that a little 
bit previously. It was pointed out, on that, that it would not be right 
to use the actual selling price of the particular importation because 
that would result in inequitable duties as against different importers. 
So, we have to use some other basis. We have to take the value of 
some other transaction, of some other goods; but they are competitive 
goods in all cases. What difference does it make, policy wise, whether 
those competitive goods were made in some foreign countries or 
whether they were made here? They are competitive goods in any 
case, 

Mr. Suvprson. I understand what you mean when you say the 
American selling-price method of valuation cannot be applied to eac!: 
individual shipment. It should not. It would be applied to the 
average or the general cost at the shore line. Is that right # 

Mr. Marrtn. That is right; yes. 

Mr. Simpson. Is that exactly the same situation when we adopt 
the export value? Do they base that valuation upon the individual 
shipment ? 

Mr. Martrn. The concept of export value and American selling 
price is really very similar. The only difference between them is that 
in the case of export value you take the going market price in the 
country of export, not of the particular importation, but of all goods 
of that sort. 

Mr. Simpson. What concerns me now is, suppose that foreign manu- 
facturer has a two-price system. He will sell in the local market at 
one price and for his surplus he will sell at a lower price. 

Mr. Martin. Under this bill the lower price would be the basis of 
our dutiable value. 

Mr. Stwpson. Our only recourse, if that were dumping, would be the 
antidumping laws? 

Mr. Martin. That is right, sir. 

Mr. Simpson. Whereas, if we have the American selling-price 
method, and if that is permissible, in what circumstances would be 
abandon the export value and use the American selling price? 

Mr. Martin. In a case where we found that you could not get « 
fair duty, actual duties payable, on the export-value basis, as we found 
in the case of the knit gloves back in 1936. 
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Mr. Simpson. We would thus have a lever that we could use against 
the exporting country if they had the two-price system ? 

Mr. Martin. That is right; a last resort. 

| think, Mr. Simpson, we should bear in mind on this bill about the 
antidumping act that the Treasury has said, and with some justifica- 
tion, that the most diflicult feature of administering it is the ascertain- 
ment of economic data in foreign countries. While I favor getting 
away from this foreign or export value, whichever is higher, I am 
afraid if we do it that appraising officers might think that they need 
pay no more attention to the foreign-market value. And I should 
hope if this committee approves that feature of the bill—of having 
export value as our primary basis—it will make clear, either in the 
bill or at least in the committee’s report, that that is not intended to 
detract from our Antidumping Act to which Mr, Dingell referred. 
If the appraisal officer does not pay any attention to the foreign- 
market value, the Antidumping Act might completely become a dead 
letter. 

Mr. Rerep. Has it not been true that they have found it almost im- 
possible to obtain the cost of production abroad? Is not there re- 
sistance on the part of producers abroad to giving the information 
necessary upon which our people can act ¢ 

Mr. Martin. There was a great deal of resistance, Mr. Reed, under 
the Tariff Act of 1922. I think that much of that resistance came out 
of a provision in the Tariff Act which said that if a foreign producer 
did not make his cost records available to customs agents, he was 
subject to severe penalties. I do not think his goods could be imported 
here. 

In other words, there was a severe penalty on it, and they considered 
that to be duress. 

In 1930 Congress repealed that provision, and after 1930 the Tariff 
Commission made quite a number of foreign-cost investigations with 
success, 

Mr. Reev. But they found it very difficult ; did they not? 

Mr. Marrix. Sure, it is difficult. 

Mr. Rerp. And expensive. 

Mr. Martin. It is difficult and expensive, and because of the difli- 
culties Congress said where the Commission found it was not prac- 
ticable to get foreign costs it could use invoice prices as evidence of 
costs. 

Mr. Rerep. It would be very fine if they could without difficulty 
und without too much expense ascertain the cost of production over 
there. Then they would have something upon which they could act 
intelligently; but, as I recall it, just as you say, there was great re- 
sistance on the part of foreign producers to give the cost figures on 
production. 

Mr. Martin. Absolutely. I think that it largely stemmed out of 
that rather severe provision in our own law which penalized them if 
they did not cooperate. I think that they would have been more 
apt to do it if we had not had the blackjack over their heads. 

It seems to me, Mr. Chairman, that the American selling price is 
a precisely defined and readily available basis. The information as to 
our market prices here is certainly well known. It is necessary for 
the conduct of import business that foreign shippers know how much 
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they can get for the goods in the United States. Naturally, their esti 
mates of that would be based primarily on what the United States 
goods were selling for. 

Since the duty is designed to permit the continued production and 
sale of the domestic article, I cannot see any reason why the price of 
that domestic article is not a suitable basis for assessing the duty. 
Naturally, the duty rate would not be as high because that is a higher 
base of value, but we are talking about net results. 

Now, it has been alleged here in years gone by that the American 
selling price enables United States manufacturers to fix the amount 
of duty payable on imports. This argument assumes the manufac 
turer to be a monopoly which, of course, cannot be the case under our 
antitrust laws. 

On the other hand, most foreign countries have no antitrust laws 
and, in fact, encourage monopolies and cartels. Is it better to have 
our basis of value settled by a foreign cartel than by the competitive 
tnarket in this country ¢ 

Now, the final argument that has been made against the American 
selling price is that the exporters cannot estimate the amount of duty 
payable on the goods. We have gone into that. We have pointed 
out how our definition permits him to estimate that at the time he 
ships the goods. The systems in vogue in Europe do not permit him 
todo that. GATT does not prohibit those systems; it prohibits ours. 

Mr. Simpson. Mr. Martin, is your industry largely engaged in war 
work now ? 

Mr. Martryx. To a great extent. I am not sure that it is 50 percent 
engaged in war work, but a great deal of it is. 

Mr. Sturson. What is the present situation with respect to imports 
of the knit-handwear goods? 

Mr. Martry. The statistics that are available are inconclusive be 
cause up to June the classifications were inadequate, but based on the 
ship manifests which are published in the trade papers it seems clear 
that the imports this year are running considerably higher than they 
did in the same period last year, and last year’s total imports were, | 
think, over 700,000 dozen pairs. That is approximately 814 million 
pairs of gloves and mittens. 

Mr. Stwrson. From what countries do they come? 

Mr. Martin. Over 90 percent from Japan. 

Mr. Sumrson. Did you say that figure has increased this year? 

Mr. Marttn. Yes. 

Mr. Reep. That is one of the reasons I asked you about the effect 
of the peace treaty with Japan, and just how much they will go into 
the markets of the world. 

Mr. Martin. Yes, sir. Mr. Chairman, there are two provisions in 
the bill that do not directly affect this industry, at least not now, but 
I think the committee should pay some heed to them. 

One of them is the provision, section 3, that repeals the specia! 
marking provision that appears in a half dozen or so paragraphs 
in the Tariff Act. These special marking provisions deal with cut 
lery, thermostatic bottles, special types of goods, and so forth, and it 
says the goods must be marked in specified ways at the time of im 
portation, or the goods may not be entered. 

The Treasury Department says that those provisions are unneces- 
sary; that the general marking law, section 304, requires the goods 
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to be marked to show their origin, and that those provisions ought 
to be repealed. Well, while 1 cannot say that the provisions are 
necessary for the industries involved, because I do not represent them 
and do not know their details, I am hesitant about this committee re- 
pealing them because that would be endorsing the Treasury’s state- 
ment that section 304 is adequate. 

I would like this committee to consider the sewing-machine case to 
see whether they think the present law is an adequate marking pro- 
vision. 

In the case of sewing-machine heads—and that is the working 
mechanism of the sewing-machine—the Treasury Department said 
that it was perfectly satisfied under the law if the heads were marked 
“Japan” in the very place that the electric motor is going to be at- 
tached after importation. 

Now, the importer could see the mark “Japan” there, but he does not 
need to see it. He knows it is from Japan. The retail purchaser of 
the sewing machine finds the sewing machine with some nice trade 
name on it, and a fine domestic motor attached to it, and that is all 
the information that the retail purchaser has as to the origin of that 
sewing machine, and the Treasury Department says that they have no 
authority to require that sewing-machine head to be marked in any 
particular other place. 

The law requires that the marking must be such that it will apprise 
the ultimate purchaser of the origin of the goods. Well, the theory 
is that the man who takes the imported sewing machine head and 
attaches a motor to it is the ultimate purchaser of that machine. The 
theory is that he has created something new. 

Mr. Simpson. Whose theory ¢ 

Mr. Martin. The Treasury's theory behind the ruling. It is based 
on a court decision, Mr. Simpson, that the processor of the imported 
urticle is the ultimate purchaser, and, as long as it is marked so that 
he knows the origin, that is satisfactory under the law. 

Mr. Simpson. Is the law designed to protect the user—your neigh 
bor and my neighbor ? 

Mr. Martin. That is the way I thought the law was designed, but 
the Court of Customs Appeals in the Brush Block case the Gibson- 
Thomsen case, decided in 140, shortly after the law was passed, 
was apparently unable to find that in the law, and the doctrine of the 
Brush Block case has been extended to other goods until I think there 
is real cause for this committee to reexamine that marking law, sec- 
tion 304 of the Tariff Act. 

Mr. Simpson. Will they be allowed to examine the shipped gloves 
that come into this country, dye them, destroy the indication, if there 
is any, and would that be legal ¢ 

Mr. Martin. I could not say it would be legal, but it can happen. 

Mr. Chairman, another provision in this bill, section 2. modifies 
the countervailing duty law so that it will not result in any duties 
unless there is injury to American producers. I think that is a satis- 
factory provision, but the countervailing duty law is never applied 
to goods on the free list. The Antidumping Act has been applicable 
to duty-free goods. 

There is really no reason why the countervailing duty law, which 
ineans bounty duties to offset bounties paid by foreign countries. 
should not apply to duty-free goods. Also, it seems to me that these 
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two laws should be administered primarily by the Tariff Commission 
rather than by the Treasury Department. All our other laws in 
which Congress has delegated to the executive branch authority to 
make what are quasilegislative determinations on the tariff. they 
have been administered primarily by the Tariff Division. These. 
too, are under the jurisdiction of the Treasury, and I think it is 
time that we should consider whether we should have one agency 
making findings of injury in escape clauses and another agency 
making findings of injury in antidumping and countervailing cases. 

Mr. Sumpson. On that point, if it is a question of by whom the 
antidumping law is to be applied, in whom is the authority vested ? 

Mr. Martin. Under the present authority, the antidumping law is 
administered by the Treasury Department. 

Mr. Simpson. With respect to the other item, countervailing duties, 
in whom is the authority vested? 

Mr. Martin. Countervailing duties are also administered by the 
Treasury Department. On the other hand, the escape clause is ad 
ministered by the Tariff Division. It is a quasilegislative method of 
determining whether an industry is injured and needs tariff protec 
tion. It is not an administrative function. It ought to be handled 
by a bipartisan agency and not by the administration. 

Mr. Dincetx. I gained the impression that you are pleading the 
cause of the American sewing saniine manufacturers. 

Mr. Marrry. I am sorry, Mr. Dingell, I was merely citing that as 
a case, because I do not think the present law results in adequate 
marking of imported goods. I do not represent the sewing-machine 
manufacturers. 

Mr. Dinceti. Very well. I recall, in years back, reading articles 
about the competition in sewing machines. That is the reason I raised 
that point. I recall the articles saving that American sewing-machine 
manufacturers not only enjoyed a good tariff-protected American 
market right here on their own ground at a lucrative profit, whic! 
enabled them to pay excellent wages to our American workers, but 
their method of production was said to be so good that the American 
manufacturer can and does compete with our foremost competitor in 
Europe. That competitor, I believe, is Norway, our nearest and 
most energetic competitor. 

More than that, our American sewing-machine manufacturers, «: 
cording to my best memory, are actually able to compete for the Nor- 
wegian market right in Norway. Under such circumstances, I subm: 
that no pleading is necessary on behalf of the sewing-machine manu 
facturers of the United States of America. 

Here is something, Mr. Chairman, that I want to put into the record 
at this point. I think it bears directly on the problems involving hig! 
wages and how they are more than offset by efficiency and mass pro 
duction. It might more properly have been inserted in hearings ha\ 
ing to do with trade agreements. 

Here is an article which appeared in the Washington Post on June 
7, 1945, by the Union Oil Co. of California, and which is in the form 
of an advertisement. It says: “Why does he make only 5 cents a day ’” 
It shows a Chinese coolie carrying two 5-gallon cans of kerosene slung 
over his shoulders on a bamboo pole in two baskets. There are seve! 
analytical and numbered illustrations which show an American trucker 
getting $9.90 a day against the coolie receiving 5 cents a day. Still in 
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all, delivery costs on that kerosene is all in favor of the American 
method despite the fact that the labor pay is 198 times as great for 
the American trucker, who is also a transportation worker, as com- 
pared with the coolie who only gets 5 cents a day. 

So a lot of these arguments that we hear in tariff about the relative 
cost of the labor involved has nothing to do whatsoever with competi- 
tive costs of finished products. It is absolutely irrelevant to argue 
otherwise. One of the pointed paragraplis in the advertisement, No. 
0, SAYS: 

But our trucker, with the machinery at his disposal, can transport 5,000 gallons 
300 or 400 miles in a day. Consequently be can create many times as much 
wealth with his day’s work. In other words, mechanization—not the popular 
fallacy that China is “overpopulated”—accounts for the difference. 

I have made a quick calculation of the difference in cost of trans- 
portation of kerosene by the coolie who transports 10 gallons, 20 miles 
a day, for 5 cents a day, and by the truck driver who transports 5,000 
vallons 400 miles a day and who is paid SY.90 a day. The labor cost 
per mile-gallon of transportation by the coolie is 0.00025 cent while 
the labor cost for the American truck driver is 0.00000495 cent per 
gallon-mile. Of course, we must realize that the truck driver has far 
more machinery at his disposal with which to multiply the labor in 
his hands and an allowance must be made for the investment in trans- 
portation equipment. 

My cost per gallon-mile does not take this into aecount but it can be 
seen that the cost per gallon-mile for delivery of gasoline by the 

\merican truck driver is so small that it is hardly worth calculating. 

Mr. Martin. Mr. Dingell, may I state in the record that I agree 
completely with your point. It is the case where the foreigner has 
the equivalent machinery of the American that the cost difference 
comes in, 

Mr. Dineen... 1 made clear at the outset that I was not sure that 
it has any direct bearing on What vou said, sut L do want the record 
to show that our proficient American worker and methods, plus our 
machine production wipe out the difference in the hand work of the 
other countries even with the cheap labor. 

Mr. Marrin. We have no quarrel. We are in agreement. 

The CHairman. Mr. Reed / 

Mr. Reep. Mr. Chairman, a few years ago they were singing the 
song, labor was at least, that the mechanization of the country was 
destroying their opportunities. 

Mr. Dinceww. I never held to that theory, however. For example, 
in the typographical union, at one time the old-school printer be- 
lieved that when the linotype machines would come in, they would 
put many printers out of business and deprive workers of their jobs. 
Only the most progressive and far-sighted among the printers, after 
quite some time, decided they had better learn the machine and mas- 
ter it, which they did. When they did so, it not only ‘nereased the 
number of pages of the paper, from 2 pages to 10, 20, 40, 60, 120, and 
240 pages on Sundays, and turned weeklies into twice weeklies, turned 
monthly papers into weeklies, and turned semiweeklies into dailies, 

ustead of less printers being employed, more printers were employed. 

Not only that, it added more labor in the United States in the new 
industry, manufacturing and shipping and selling of the Merganthaler 
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linotype machine. So I do not hold, and never did, to that theory that 
the machine ever took anything away from the worker. ‘The bes: 
example we have of machine production is the automobile. America) 
industry had reached such a high state of efficiency that it never 
needed or ever wanted tariff protection. The automobile manufac 
turers have always come before Congress and said they did not want 
any tar iff protection. They do not need it. 

Phe Cuoamman. Does that complete your remarks, Mr. Martin? 

Mr. Martin. Yes, sir. If there are any more questions, I will be 
glad to answer them. 

The Cuarrman. We thank you for the information you have given 
the committee. 

The next witness is Hon. C. Jasper Bell, appearing on behalf of 
the National Institute of Oilseeds Products. 


STATEMENT OF C. JASPER BELL, ON BEHALF OF THE NATIONAL 
INSTITUTE OF OILSEEDS PRODUCTS, WASHINGTON, D. C. 


The Cuarrman. Mr, Bell, we all remember your fine service as a 
Member of the House, and regretted your voluntary retirement. | 
am sure the committee is pleased to have you appear this morning 
and will be interested in any statement that you may care to make 
concerning the pending bill. 

Mr. Reep. I wanted to also express that we enjoyed your fine work 
while you were here. 

Mr. Betx. Gentlemen, it is certainly very gracious of you, and | 
appreciate your kind words. 

The Coarrman. As a matter of formality, Mr. Bell, you can give 
the stenographer your name, address, and the capacity in which you 
appear today. 

Mr. Bett. My name is C. Jasper Bell, Kansas City, Mo. I appear 
on behalf of the National Institute of Oilseeds Products. 

The Cnarmman. How much time will you need for your main 
statement ¢ 

Mr. Bett. Mr. Chairman, I have a prepared statement that I would 
like to present to the committee, and I think it will take about three 
quarters of an hour, about 45 minutes. 

The Cuatrman. I do not think we will have time to quite finish 
that this morning. It will be necessary for us to recess and go to 
the floor in about 30 minutes. If you have not finished by then, we 
will put you on the calendar for a later appearance. You will have 
about 30 minutes. You may proceed. 

Mr. Beit. Thank you, Mr. Chairman. I appear on behalf of the 
National Institute of Oilseeds Products, which is composed princ' 
pally of copra crushers. These crushers are located, mainly, on the 
east and west coasts with the main concentration in the State of Cali- 
fornia. The copra which my clients crush is imported from the 
Philippine Islands. The remarks which I will make, therefore, wi!! 
concern equally the welfare of the domestic copra crushers and the 
producers of their raw material in the Philippines. 

My clients’ interest in H. R. 1535 rests in section 23 which is en 
titled “Conversion of Processing Taxes to Import Taxes.” Section 
23 proposes to convert the processing taxes levied on the first domestic 
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processing in section 2470 (a) (1) of the Internal Revenue Code, 
apply ing to certain oils and fats, to customs duties. Among these is 
the 3-cent-per-pound processing tax on coconut oil which it is pro- 
posed to convert into an import duty of the same amount which would 
be levied on imports of coconut oil as such. An equivalent customs 
duty in the vicinity of 1.9 cents per pound would be levied upon im- 
ports of copra, which has heretofore been duty-free and in fact is 
now bound on the duty-free list of the General Agreement on Tariffs 
and Trade. 

In addition to the 5-cent processing tax w hic h is applicable to coco- 
nut oil of all origins there is an additional 2-cent- -per-pound process- 
ing tax levied in paragraph (2) of section 9n70 1 (a) of the Internal 
Revenue Code. This tax does not apply to coconut oil originating in 
the Philippines or any possession of the United States. Section 403 
(d) of the Philippine Trade Act of 1946 requires that this tax shall 
remain in effect until July 3, 1974. 

Section 23 of H. R. 1535 also proposes that this 2-cent processing 
tax be converted to a 2-cent customs duty and that an equivalent im- 
port tax be levied on importation of copra not originating in the 
Philippimes or possessions of the United States. The purpose of the 
2-cent differential in the processing tax is to confine imports of copra 
and coconut oil into the United States to imports from the Philip- 
pines and United States possessions. It accomplishes this purpose 
very effectively. This explains why the copra which my clients crush 
originates almost entirely in the Philippines except for the very small 
quantity which comes from United States possessions such as Ameri- 
can Samoa. Furthermore, since this tax must remain in eflect until 
July 3, 1974, it is apparent as to why the welfare of my clients and that 
of the Philippine copra producers are completely interlocked. 

The purpose of my appearance here is to petition this distinguished 
committee to repeal the 3-cent processing tax in place of converting it 
to an import tax. ‘This petition is in a sense a renewal of a petition 
which I made when I last appeared before this committee in 1946 in 
my capacity as chairman of the Committee on Insular Affairs of the 
House. Your committee then had before it the bill which, when en- 
acted into law, became Public Law 371 of the Seventy-ninth Congress 
know as the Philippine Trade Act of 1946. The bill was introduced 
by me. It contained a provision which would have eliminated the 
processing tax on coconut oil imported from the Philippines when 
employed for nonfood uses. While there appeared to be no objection 
to the basic philosophy of the provision which was that the Philip- 
pines should not be started out as an independent republic without 
some effort to do something to aid their principal industry, to wit, 
the coconut products industry, the amendment did meet with opposi- 
tion because it discriminated against certain users of edible coconut 
oil such as the confectioners and bakers. The provision was there- 
fore removed from the bill by the Ways and Means Committee in the 
fourth and final revision. 

I am quite sure that had not the Ways and Means Committee been 
pressed for time that it would have paused long enough in its delibera- 
tions to permit the formulation of a satisfactory solution of the prob- 
lem of how to help the Philippines in the marketing of their most 
important cash crop, namely, copra. My appearance here now is 
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made in the hope that in the consideration of H. R. 1535 an uncom- 
rleted task will be finally completed. In other words, section 23 of 
HL. R. 1535 affords opportunity to correct a most serious omission in 
the Philippine Trade Act of 1946. ° 

The United States wants the economy of the Philippines to prosper. 
It is a necessary essential for the success of the independence of the 
Philippines. As proof of this our Government has agreed to give 
the Philippine Republic $50 million per annum over the period of the 
next 5 years. On the other hand, we have collected during the past 
5 years through the medium of the 3-cent-per-pound processing tax 
about $80 million on Philippine coconut oil. This obviously is not 
good business. I don’t know precisely how much of that $50 million 

r annum subsidy we are paying the Philippines would not have to 
be paid if we would remove the 3-cent burden from the Filipino’s 
coconut oil, which is his chief export in the form of oil and copra, but 
it would be a sizable decrease. 

The 3-cent-per-pound tax which our Treasury levies on coconu 
oil depreciates the market price of the entire copra and coconut-oil 
production of the Islands. This is so because the part which we 
purchase, which is about 70 percent on the average, sets the market 
for the balance which is sold to other countries. Since 6,000,000 
people, or about one-third of the population of the Philippines, are 
directly or indirectly dependent upon the coconut-products industry 
for their livelihood, it can be seen that this is an important matter. 
Our Government does not want to go on subsidizing the economy of 
the Philippines indefinitely but we put ourselves in the position of 
not having a proper excuse for not doing so as long as we continue to 
levy a heavy tax upon the product of their leading industry. 

Beginning with the levying of the processing tax in 1934 and prior 
to the granting of independence to the Philippines on July 4, 1946, 
all proceeds from the processing tax on Philippine coconut oil were 
remitted by the United States Government to the Treasury of the 
Philippine Islands to be used for the benefit of the people and Govern- 
ment of the Islands. Section 2476 of the Internal Revenue Code 
which required these payments was repealed in Public Law 371 of the 
Seventy-ninth Congress—Philippine Trade Act of 1946. Since July 
3, 1946, according to the annual reports of the Commissioner of In. 
ternal Revenue, the following tax has been collected per annum o1 
coconut oil of Philippine origin : $12,103,765.86 in fiscal vear 1946-47 
$23,228,521.80 in fiscal year 1947-48; $14,745,108.98 in fiscal year 
1948-49; $13,838,638.19 in fiscal year 1949-50; and an estimated 
$16,000,000 in the 1950-51 fiscal year. All of this money, a total 
of $79,914,034.83, was covered into the general fund of the Treasury 
of the United States. 

My viewpoint was and still is that simultaneously with the repeai 
of section 2476 of the Internal Revenue Code which foreclosed the 
payment of the tax money to the Philippines that Congress should 
have repealed the 3-cent processing tax as contained in section 2470 
(a) (1) of the code. Had the amount of money represented by thie 
proceeds of the processing tax in each of the 5 years since the Philip- 
pines became independent been allowed to remain in the Philippines 
in the form of increased market returns to the Filipino farmers 
for their copra, it would have been diffused through the Philippines 
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economy and would have multiplied manyfold. That’s the kind of 
direct assistance which the Philippine economy needs. It is like the 
sap of the tree which starts up from the roots and works through every 
limb, twig, and leaf. It would be of a great deal more assistance 
than the type of relief represented by the 350 million annual subsidy 
which we will give the Philippines for the next 5 years. , 

In my opinion, it is quite obvious that the Seventy-third Congress 
which levied the processing tax in 1934 had in mind the principle of 
the statement which I have just made or it would not have provided 
that the proceeds of the processing tax be remitted to the Treasury 
of the Philippine Islands. In other words, it recognized that an 
injury had been inflicted upon an important segment of the Philippine 
economy and to make partial amends for it the tax money collected 
was paid to the Philippines’ Treasury. 

I desire to introduce into the record at this point a table (No. I) 
taken from the Philippine Newsletter, Volume 1, No. 1, June 15, 1951, 
giving the dollar value of 20 leading Philippine exports in the calendar 
year 1950. It will be noted that of the total value of these exports 
in the amount of $319,589,989 that the products of the coconut industry 
represented $185,231,594 or 58 percent of the total. You can see from 
this why it is that if the economy of the coconut products industry is 
bad then the entire economy of the Philippines is in a bad way. 

( The table referred to is as follows :) 


TaBLe I.—20 leading Philippine erports, 1950 


I te coisas tetdiaald ---.. $136, 415, 957 
Sugar, centrifugal__ F af didn dabei a diletds Lace) ae 48, 839, 946 
Abacé, unmanufactured__._.._.-.__-_-_.- FE Pe Fe eee 10, 132, 744 
EE ES Oe Se ee are TN Re ee bon 23, 967, S84 
gt ee ER detliadcisimsdideeplaadicaiiabasitiekaeinmnaatie “an “ 21, 738, 017 
Logs and lumber___-- ~~~ nied uasiminiatglinnthintedesbad insti 3 ELE 9, 819, O55 
Pineapples, canned rel5aes Be Ey Re : ‘ 9, 6S1, 381 
NS ee ee ee ee | ae ae ities 2 9, OO1, 410 


ee ee ee Se Ne ae See ee ADS ET 
Copra meal or cake pe a SO Ae ile 


Rope —--~- ates 8h # sioial = 2 
Gold and concentrates__-__ —_ hao >e Ey SCT 1, 971, 764 
a Ce Se See Ee ae ee in 1, 736, 633 
EE IS RN FEL a en ee a ee ee 1, 652, 266 
I EPO EAE LD LAELIA GOT ms 933, 390 
Rattan furniture___— odie Sten aeidesit . (¥ ‘ GSS, 027 
Chemicals _ Pitas 1S See Eee sh Rilehitec lier nd neeer ee 622, 229 
Abaca, manufactures, except rope ___-_- on epinaitiea —a 583, 728 
a eee ea Le Se ee, 537, 277 
RR ee A are eet age = adesadinidetienideantadianee 320, 157 

Total__ += we PERS RET CE eee eee itetitedh -. 319, 389, 989 
Coconut products._....-.-_- 'e OU 5 ta eee Seaee ahd inc sistent le . 185, 231, 594 


158 percent of total. 

Source: Philippine Newsletter, vol. I, No. 1, June 15, 1951. 

Mr. Beit. You can see, gentlemen. from this why it is that if the 
economy of the coconut-products industry is bad, then the entire 
economy of the Philippines is in a bad way. 

In June of this year the Honorable Cornelio Balmaceda, Secretary 
of Commerce and Industry of the Government of the Philippines. 
mad a special trip to Washington to request the repeal of the 3-cent 
coconut-oil processing tax. He interviewed officials of the Depart- 
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ment of State and of the Department of Commerce. He informe 
these officials that the postwar economy of the Philippines was geared 
to the coconut-products industry. He stated that it was the only majo: 
industry which had been able to get fully under way after the war 
He pointed ov that their other two big industries, sugar and abaca, 
being only about halfway back to prewar scale of production, thay 
something had to be done to keep the Philippine copra market on » 
sound footing or the entire economy of the islands would suffer. Hy 
stated that the repeal of the 3-cent-per-pound processing tax on coco 
nut oil was essential to accomplish this end. * 

In April of this year the Philippine Republic passed at the request 
of our Government a minimum-wage law which materially increases 
the wages of both urban and agricultural workers. Thus, the Philip 
pines becomes the only country in southeast Asia to adopt a minimum 
wage law comparable to that of occidental nations. Since they mace 
this move at our request, I believe that the United States would be 
all the more in an inconsistent position if we continue to maintain 
either a high processing tax or a high customs duty against the chief 
export of the Philippines, namely, copra and coconut oil, now that w: 
have obligated them to materially increase their costs of production. 

I have earlier stated that the provision repealing in part the 3-cent 
processing tax contained in my bill from which Public Law 371, Sev 
enty-ninth Congress, was constructed, met with objection because it 
discriminated against certain classes of edible users, such as confee- 
tioners and bakers who have necessary and essential uses for coconut 
oil in the manufacture of their products. I should state that the rea 
son the use of tax-free coconut oil was restricted to nonedible use was 
that the Department of the Interior, which then had supervision of 
Philippine affairs, recalled that coconut oil had been used as an impor 
tant ingredient in oleomargarine prior to World War II and sug 
gested the limitation for that reason. What they did not realize, how 
ever, Was that during World War II when no coconut oil could be 
employed for oleomargarine manufacture under Food Distribution 
Order No. 43, oleomargarine manufacturers learned new manufac 
turing techniques whereby they were able to dispense with the use of 
coconut oil in the manufacture of their product. FDO-43 was 
revoked on October 1, 1946. Notwithstanding that they have been 
free to use as much coconut oil in their formulas as they see fit, sine 
that date coconut oil has constituted only an insignificant part of the 
oils and fats ingredients of oleomargarine. According to the Annua! 
Report of the Commissioner of Internal Revenue, coconut oil consti 
tuted less than one-tenth of 1 percent of the oils and fats ingredient- 
of oleomargarine in the fiscal year ending June 30, 1949. In the fisca! 
year ending June 30, 1950, when 575,720,000 pounds of oleomargarine 
were produced, only 12,000 pounds of coconut oil were employed a- 
compared to 446.3584,000 pounds of cottonseed oil and 253,334,000) 
pounds of soybean oil. Coconut oil constituted less than two-thou 
sandths of one percent of the oil and fat ingredients. I desire at this 

oint to submit for the record table II, which gives these statistics 
rom the Report of the Commissioner of Internal Revenue in detail. 

The Cuarrmax. Without objection. it will be inserted. 

Mr. Bevt. Thank you, Mr. Chairman. 
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(The table referred to is as follows:) 


Taste II.—Use of coconut, cottonseed, and soybean oils in margarine, per- 
centage of totai oils used and production of margarine, fiscal years (ending 
June 30) 1924 to 1950, inclusive 


| 





7 Coconut Per- Cotton Per- : Per- Other Per- Total oils pone § 
Year oil 1 Pa 1 oil | eent 2 Soya oil! Portn oil 1 cent 2 | and fats oleomare 
| used ! . 
} garine ! 

1924_. 83, 059 40 20, 640 | ne <Recdicodeail 101, OSI 50 204, 780 239, 699 
1925... 79, 449 43 20, Y66 ll — Re 85, OR4 46 185, 499 215, 408 
1926. ... OS, 307 16 25, 608 12 l . 90, 189 2 214, 105 248, 047 
1927....| 107, 564 49 23, 372 ll 23 s SY, 633 10 220, 602 257, 157 
1928...., 141,000 1) 24, 801 10 87.014 4 959 R15 44, 699 
1929 171, 412 50 28, 173 10 RY 131 31 ISS, 716 333, 122 
1930 185, 066 62 30, 214 10 é6ly 81, ¥10 Zs 297, SOY¥ 
1931 155, 054 67 22, 037 ; 2, 262 l ‘4,113 23 234, 366 
1u32 27, 967 72 14, 874 s 13 $5, 262 20 178, 116 
1933 134, 430 75 16, 081 ” 7 ; 28, 287 16 178, 755 Y, 
1934 140, O83 70 24, 338 12 , 34, 607 Is 199, 02S | 
1935 140, 769 52 6, 324 34 542 38, 529 13 285, 164 53, 
1926 167, 215 7) 93, O17 31 3, 736 l 40, 454 13 $05, 351 71,7 
1937 101, 375 32 137, O18 43 26, S42 s 55, 537 17 $20, 772 u, 
1938... . S7, O54 mT) 177, 583 52 33, 222 10 40, 720 2 338, 579 5, 
1939 70, 759 2H 109, 224 i] 53, 9R2 20 35, O84 13 269, 649 32, 
1940 26, 271 Il 102, O57 2 82, 332 4 33, 455 13 244,115 3,7 
lv4l 16, 525 6 136, 085 4y 92, 152 33 32, 102 12 276, 814 $43, § 
1942... 24, yy2 S 152, 027 sD | 75, 165 25 47,740 16 209, 924 | 368, 476 
1943 207, 617 4 195, 022 44 44, 333 10 446, 972 548, 468 
1044... . 236, 739 is 208, 274 41 54, 286 ll 494, 299 609, 026 
1945... s ; 258, 089 52 146, 401 39 43, OSU y 498, 129 612, 999 
: 211, 1 47 208, 940 + 33, OS1 7 448, 582 | 549, 202 
1947 27, 150 5 247, 751 47 217, 264 42 31, 067 6 523,232 | 642, 406 
1948....; 13,223 2 433, 069 60 246, S41 34 30, 610 i 723, 743 AYO, 334 
1949 SY0 1 $35, 251 63 244, 544 35 9, O46 1.9 6S9, 741 S58, 413 
1950 i 2 ‘ $46, 384 63 253, 334 $5 11, 442 2 711, 172 875, 720 


1 In thousands of pounds 
? Percentage of total oils and fats 


Source: Annual Report of the Commissioner of Interna] Revenu 


Mr. Beit. Mr. Chairman and gentlemen, I desire permission at 
this time, also, to read a letter which I have just received from the 
executive vice president of the National Association of Margarine 
Manufacturers, Munsey Building, Washington, D. C. 

When I was scheduled to appear here, I think around the 20th of 
August, copies of my written statement were left, and it is apparent 
from this letter that one of these copies came into the possession of 
the National Association of Margarine Manufacturers. I have just 
received this letter 
Hon. JASPER BELL, 

National Institute of Oilseed Products, Washington, D. C. 

Dear Mr. Bett: We have looked with interest at your forthcoming testimony 
before the House Ways and Means Committee on H. R. 1535. We believe you 
may wish, however, to amend your reference to coconut-oil usage in margarine, 
We believe your statement refers to this usage as having been 12,000 pounds for 
the fiscal year ended June 30, 1950. A check with the United States Depart- 
ment of Agriculture shows that for the more recent fiscal year ended June 30, 
1951, coconut-oil usage was nil. 

We are bringing this to your attention thinking that you may want to carry 
the observation over into vour final testimony before the committee. As you 
know, the margarine industry is on a domestic-fat basis and the members of 
this association are pledged to use American-grown oils exclusively, 

I ask permission, Mr. Chairman, to introduce this letter into the 
record and make it a part. of my testimony. 

The Crairman. Without objection, it will be received. 
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(The letter referred to is as follows :) 
NATIONAL ASSOCIATION OF MARGARINE MANUFACTURERS, 
Washington 4, D. C., September 4, 1951. 
Hon. Jasper BELL, 
National Institute of Oilseed Products, Washington 6, D.C. 

Dear Mr. Bett: We have looked with interest at your forthcoming testimony 
before the House Ways and Means Committee on H. R. 1535. We believe you 
may wish, however, to amend your reference to coconut-oil usage in margarine. 
We believe your statement refers to this usage as having been 12,000 pounds 
for the fiscal year ended June 30, 1950. A check with the United States Depart- 
ment of Agriculture shows that for the more recent fiscal year ended June 530, 


1951, coconut-oil usage was nil. 
We are bringing this te your attention thinking that you may want to carry 


the observation over into your final testimony before the committee. As you 
know, the margarine industry is on a domestic-fat basis and the members of this 
association are pledged to use American-grown oils exclusively. 
Sincerely yours, 

S. F. Rrepma, Eevecutive Vice President. 

Mr. Bex. As I recall, in the years gone by, there was some ques- 
tion involved in this whole tax situation raised by the people who are 
producing oleomargarine in the United States. Of course, the situa- 
tion is entirely changed now from what it was back in the days when 
that 3-cent processing tax was first levied. The whole situation has 
almost reversed itself. 

The only other edible product in which coconut oil could offer 
noticeable os to domestic edible oil and fats is vegetable 
shortening. It has never been employed in shortening manufacture to 


any extent because of its tendency to froth and sputter when heated. 
In the five prewar years 1937-41, according to the Bureau of Agricul- 
tural Economics of the United States Department of Agricul- 


ture, coconut oil constituted on the average 1.4 percent of the ingre- 
dients of vegetable shortening. In 1950 it constituted 1 percent. 

Coconut oi] is not regarded by the Department of Agriculture as a 
food oil. They classify it as a nonfood oil. In respect to its use in 
food the Department of Agriculture has the following to say in the 
July issue of The Fats and Oils Situation which is published by the 
Bureau of Agricultural Economics: 

For the last decade, use of nonfood oils in food products, principally, coconut 
and palm, has been comparatively small. During the war, the available supplies 
of these oils were channeled to vitally needed nonfood products. In the last few 
years, large supplies of domestic edible oils, available at comparatively low prices, 
have displaced a large percentage of the nonfood oils previously used in food. 

In the light of the foregoing factors which I have discussed I believe 
that the processing tax on coconut oil should be repealed without 
restriction. In other words, it should be tax-free for all purposes. 
Furthermore, since no coconut oil enters the United States in noticeable 
volume except that which is made from copra originating in the 
Philippines or our dependencies the 3-cent processing tax should be 
eliminated as applies to coconut oil of all origins. This would obviate 
any claim that the removal of the processing tax was discriminatory 
in favor of the Philippines. 


SOAP MARKET BEING CUT INTO BY SYNTHETIC DETERGENTS 


The chief market for coconut oil in the United States has always 
been in the soap kettle. It is coconut oil which supplies the free lather- 
ing qualities of soap. This is due to the low molecular weight fatty 
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acids in its make-up. Domestic oils and fats contain fatty acids of high 
molecular weight. Hence they do not lather freely. 

In actual practice, no very large percentage of soap produced in the 
United States, even when the supply is abundant, is made exclusively 
from coconut oil. The most generally satisfactory soap is made by 
using a mixture of coconut oil with tallow or animal greases. The 

In actual practice, no very large percentage of soap produced in the 
coconut oil provides the quick lathering property. ‘Thus coconut oil 
and tallow each supplement the other in making a satisfactory soap. 

The Cuamman. Mr. Bell, the committee will have to recess at this 
time in order to proceed to the floor of the House. 

Without objection, the committee will adjourn until 10 o’clock 
tomorrow morning. 

(Whereupon, at 11:35 a. m., Thursday, September 13, 1951, the 
hearing was recessed until 10 a. m., Friday, September 14, 1951.) 
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FRIDAY, SEPTEMBER 14, 1951 


Hovusr or Rerpresenratives. 
ComMirrer oN Ways ann Means. 
Washington, DC. 

The committee met at 10 a. m., Hon. Robert L. Doughton (chair- 
man) presiding, 

The Cuarrman. The committee will please be in order. The pur- 
pose of the meeting this morning is to continue hearings on H. R. 
1535. Mr. Bell was on the stand yesterday when we adjourned, and 
had not concluded his main statement. 

Mr. Sumpson. Mr. Chairman. 

The Cuamman. Mr. Sunpson. 

Mr. Stimpson. Mr. Chairman, I am going to make a point of order 
this morning. 

The CHAIRMAN. I would like to Say that the By rad Joint Committee 
on Reduction of Non-Essential Federal Expenditures is meeting this 
morning. I ama member of that committee as is Mr. Reed, of New 
York, and Mr. Cooper. I feel I should attend that meeting. Mr. 
Cooper has said that he will stay and preside at the meeting here, 
if I go. 

Mr. Reep. Mr. Chairman, | should like to attend that meeting. too. 
I am most anxious, however, to hear Dr. Coulter. I do not know how 
long we will be detained over there and I was wondering if the 
calendar could be rearranged so that Mr. Coulter's appearance could 
be postponed until a little later. 

The Ciamman. That would be satisfactory to me. 

Mr. Reep. Thank you. 

Mr. Coorrr. Mr. Bell will resume his statement. 


STATEMENT OF HON. C. JASPER BELL—Resumed 


Mr. Bet. Mr. Chairman and gentlemen, [I shall resume where I 
left off in the reading of my statement yesterday. 


SOAP MARKET BEING CUT INTO BY SYNTHETIC DETERGENTS 


The chief market for coconut oil in the United States has always 
been in the soap kettle. It is coconut oil which supplies the free lath- 
ering qualities of soap. This is due to the low molecular weight fatty 
acids in its miake-up. Domestic oils and fats contain fatty acids of 
high molecular weight. Hence they do not lather freely. 

In actual practice, no very large percentage of soap produced in 
the United States, even when the supply is abundant, 1s made exclu- 
sively from coconut oil. The most generally satisfactory soap is made 


497 








498 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


by using a mixture of coconut oil with tallow or animal greases. | 

tallow provides the body and lasting properties of the soap while ti 
coconut oil provides the quick lathering property. Thus coconut 0)! 
and tallow each supplement the other in making a satisfactory soa). 

Throughout the geographical area of the United States west of tlio 
Appalachian Mountains, the water supply possesses varying degre: s 
of hardness or alkalinity. In much of the western part of the Unite: 
States this hardness is most pronounced. Soaps employed in such 
areas, therefore, must contain liberal percentages of coconut oil, or 
otherwise they will not lather with any degree of satisfaction. ‘T! 
general run of soaps employed throughout the United States a- 
whole contains from 15 to 25 percent of coconut oil. 

In areas east of the A AAR os Mountains, the water is less a; 
to be hard or alkaline. There are, however, important areas east of 
the Appalachians where the water is possessed of a considerable «i 
gree of alkalinity. Under practical soap-making conditions, ther: 
fore, the soap manufacturer who produces soap for household usage 
is obliged to put a substantial percentage of coconut oil in all the 
soap sau Thal j no matter in what section of the country marketed. 

Synthetic detergents also have excellent detergent properties 1 
water of high alkalinity. These products, which are made in the 
most part by the use of benzene—largely the product of coke ovens — 
and sulfuric acid, have come into widespread use since the close of 
World War IL. Their production began considerably prior to Wor!|d 
War II, but consumption was less than one-half pound per capita 
until the war years. Coconut oil was then in very short supply due 
to the occupation of the chief producing areas by the Japanese. Per 


capita consumption stepped up to 1 pound in 1943. By 1947 the per 
capita consumption had reached 3 pounds. In 1950 it was 8 pounds 
per capita, 

Coinciding with the increase in the per capita consumption of 
synthetic detergents, there has been a a in the ae ‘apita consump 


tion of soap. According to the Bureau of Agricultural Economies of 
the Department of Agriculture, the average per capita consumption of 
soap for the 4-year prewar period from 1938 to 1941 was 2834 pounds. 
In the year 1949 soap consumption dropped to 22 pounds per capita. 
It still stood at that figure at the end of 1950 despite a post-Korean 
splurge of buying by the housewives. 

As the consumption per capita of soap has declined, the consump 
tion of coconut oil in soap has decreased. In the 4-year prewar perio! 
1938 to 1941, a¢cording to The Fats and Oils Situation, published by 
the Bureau of Agriculture Economics, the consumption of coconut 0! 
in soap averaged 403,000,000 pounds per annum. The average co! 
sumption in soap for the years 1949 and 1950 was 269 million pounds 
which represents a drop of 134 million pounds. This represents « 
decline of 33 percent. 

The decline in the consumption of coconut oil in soap deprives my 
clients of the opportunity which they might otherwise have had to 
crush an additional 106,000 short tons of copra per annum. It is 
a source of great concern to them. They know that the loss of one- 
third of their market in the soap kettle is tied in with the losing batt!« 
which soap is making against synthetic detergents. The kinds of 
soap which can win the battle against synthetic detergents must con- 
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tain a high percent of coconut oil; but coconut oil must fight with one 
hand tied behind its back as long as it bears the 3-cents-per-pound 
processing tax. Any reduction in the price of coconut oil which might 
result from the repeal of the 3-cents-per-pound processing tax would 
put soap in that much better position to compete with synthetic 
detergents. 


DEPARTMENT OF DEFENSE STOCKPILES COCONUT OLL 


Another reason for the repeal of the processing tax on coconut oil 
is the large amount which is used for defense needs. The Munitions 
Board maintains a stockpile of many thousands of tons. The strategic 
uses to which coconut oil is put are as follows: 

1. Synthetic rubber: Synthetic rubber utilizes the largest quantity 
of coconut oil used in the defense program. It is used for the manu- 
facture of mercaptan, one of the important ingredients of synthetic 
rubber. There is no approved substitute. 

2. In the manufacture of incendiary bombs such as napalm, coconut 
oil fatty acids constitute 50 percent of the total fatty-acid content. 
This use ranks second in size. The napalm bomb is one of our most 
valuable offense weapons on the Korean front. 

3. It is used as a plasticizer in the manufacture of superior non- 
clouding-at-low-temperatures safety glass for airplanes, tanks, trucks, 
and automobiles. 

It is also used as a plasticizer in cellulose-acetate molding powder 
for the manufacture of auto, truck, airplane, tank, and radio parts. 

4. In synthetic resins: One of the important uses of these resins is 
in the production of the lining for food containers, the use of which 
is indispensable in view of the current shortage of tin. 

5. Insecticides and germicides: The Navy has a germicidal pro- 
gram which calls for the use of quaternary amines made from coco- 
nut oil in the production of germicides known variously as Navy 
germicide, Tetrosan, ete. 

6. For use in the flotation process in the mining of materials such as 
potash: The mineral is dispersed in water. Coconut oil in processed 
form (quaternary amines) is added. The bits of rock and other for- 
eign material are buoyed up by air bubbles introduced from the bottom 
of the container and can be skimmed off along with the supernatant 
foam. The function of the processed coconut oil is to act as a surface 
agent and by removal of the surface film to permit of a more complete 
separation of the potash from extraneous materials than would other- 
wise be possible. Coconut oil in processed form is also employed in 
the flotation process in the mining of molybdenum. 

7. Rubber substitutes such as hospital sheetings: Coconut oil has an 
important use as a plasticizer in the manufacture of rubber substitutes 
of the polyvinyl chloride type of resin. 

8. In vuleanized rubber goods such as tires: Lauric acid produced 
from coconut oil is employed in the production of zine laurate, which 
is used to shorten materially the vulcanizing process in the production 
of automobile tires. 

%. Coconut oil is employed in the production of sulfonated higher 
aleohols, which in turn are employed im such important uses as— 

(2) Wetting agents for use in the paper and pulp industries; 
(5) In dyeing agents for textiles and leather; 
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(c) In electroplating; and 
(d) In insulating material. 

Coconut oil, aside from its specific uses in the war effort, is of further 
importance in that it yields approximately 40 percent more glycerine 
per pound of oil than any domestically produced fat or oil; or, stated 
in other terms, approximately 140 pounds of domestic fats and oils 
must be consumed to make the same amount of glycerine that 100 
pounds of coconut oil would produce. 

The needs for glycerine in substantial quantities include— 

(a) Those for cordite, blasting powder, and explosives; 

(6) Dynamite for mining iron for steel, copper, nickel, tung 
sten, molybdenum, etc. ; 

(c) Protective coatings on ships, tanks, ete.; and 

(¢) Indirect defense requirements such as explosives for min 
ing coal, medicinal and drug supplies, protective coatings of al! 
kinds, plasticizers, and innumerable others. 

All the fats are sources of glycerine, but in the past coconut oil has 
been a source of approximately one-quarter of the glycerine produced 
domestically. 

Every pound of coconut oil which is used for the foregoing strategic 
needs pays the 3-cents-per-pound processing tax. There 1s no pro 
vision in the Internal Revenue Code which permits an exemption for 
defense usages. 

Defense usage of coconut oil currently makes up for some of the 
business which the copra-crushing industry has lost due to the com- 
petition of synthetic detergents, but this will last only during the 
rearmament period. Had it not been for this business and the stock- 
piling program, the copra-crushing industry would have been in 
a very bad wry indeed due to the ground lost in their peacetime 
markets in recent years. The extent to which over-all demand fo: 
coconut oil has receded despite defense-usage requirements is shown 
by comparing domestic disappearance of coconut oil for the*vears 
1949 and 1950 with the 4-year prewar period 1938-41. Domesti 
disappearance in 1949 was 527,826,000 pounds, and in 1950 it was 
536,738,000 pounds, which included that used in the rearmament 
program. The average for this 2-year period is 532,664,000 pounds. 
The annual average of domestic disappearance in the 4-year prewar 
period 1938-41 was 631,806,000 pounds, or about 100 million pounds 
per annum greater. 

While imports of copra and the copra equivalent of coconut oi! 
imported into the United States have declined to no great extent in 
the postwar period, this has been due largely to the importation of 
many thousands of tons of copra and coconut oil by the Munitions 
Board for stockpiling for strategic purposes and for defense nee«- 
as previously discussed. ‘Total imports expressed as copra for the 
postwar period 1946 to 1950, inclusive, averaged 486,403 long tons 
as compared to 495,126 long tons for the prewar period 1937-41, 
inclusive. This represents a decline of 1.7 percent for the postwar 
period. Between these two periods the population of the United 
States increased 14.5 percent. Copra and coconut-oil imports should 
therefore have been more than 16 percent greater had the prewar rate 
of importation per capita been retained. 
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UNITED STATES WORLD'S GREATEST EXPORTER OF OILS AND FATS 


The world production of oils and fats, according to the Office of 
Foreign Agricultural Relations publication, Foreign Crops and Mar- 
kets, of March 5, 1951, amounted in the year 1950 to 22,900,000 short 
tons. Production in the United States accounts for more than one- 
fourth, or, to be exact, 26.59 percent of this total. The annual copra 
and coconut oil production of the Philippine Islands amounted in 
1950 to 640,000 short tons in terms of oil—which is only 2.8 percent 
of the world supply of oils and fats. The Filipinos © onsume a con- 
siderable tonnage of their production, that is, about 75,000 short tons, 
which leaves around 565,000 short tons for export as copra and oil. 

When the processing tax was levied on coconut oil in 1954 the 
United States was a net importer of oils and fats, including the oil 
equivalent of imported oilseeds, of about 1 billion pounds per an- 
num. Under postwar conditions we have assumed a position of net 
exporter of 1 billion pounds per annum. 

The change in the American position from net importer to net 
exporter means that whatever Philippine coconut oil is excluded 
from the United States by the 3-cent processing tax or the customs 
duties proposed in H. R, 1535 will be encountered by our exportable 
surpluses in world markets. Since the processing tax depresses the 
market price for Philippine copra and coconut oil, the retention of 
the tax as such or as a customs duty will be detrimental to the very 
interests it Was originally designed to protect as they will be obliged 
to meet its competition at a lower level of price than if admitted into 
the United States to be absorbed by markets such as that in the soap- 
making field which is rapidly being taken over by synthetic deter- 
gents. 

Gentlemen, if I were now a Member of Congress representing a 
district producing cottonseed or soybean oil I would surely fight 
to remove the 3-cent tax from coconut oil so that my constituents 
might have the resulting advantage in world markets. 

Exports of oils and fats from the United States in 1950, according 
to the Bureau of Agricultural Economics publication, Fats and Oils 
Situation, for February—March 1951, totaled 2,054.000,000 pounds, in- 
cluding oilseeds and fats and oils products in terms of oil. Total 
United States production of oils and fats from the 1950 crop, ac- 
cording to the June 20 issue of Fats and Oils Situation, was 12.315,- 
00,000 pounds (6,157,500 short tons). This means that at the rate of 
1950 exportation we are selling close to 17 percent of our total pro- 
duction in world markets. 

Our edible oil and fat production from the 1950 crop was 8.9 billion 
pounds. Principal exports of food oils and fats in 1950 were: Lard, 
501.4 million; cottonseed oil, 140.2 million: soybean oil, including oil 
equivalent of soybeans, 486.7 million; peanut oil, including oil equiv- 
alent of peanuts, 61.5 million. ‘Total exports of edible oils and fats in 
1950 were 1,218,800,000 pounds—which, applied against the 1950 crop 
of 8.9 billion pounds of edible oils, show that exports moved out at 
arate of about 14 percent of total production. 

The United States production of inedible fats and oils from domestic 
materials is estimated by the Bureau of Agricultural Economics to 
be around 3.4 billion pounds. Inedible tallows and greases account 
for the largest proportion of the nonfood fats and oils production in 
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the United States. Inedible tallow and grease production in 1950, 
according to Fats and Oils Situation for May—June 1951, was 2,267. 
000,000 pounds. Of this production 67.3 million pounds of greases 
and 468.6 million pounds of inedible tallow were exported: A total 
of 535.9 million pounds. This figure represents 23.6 percent of total 
pisduetion which had to be sold in world markets in 1950. Other 
exports of inedible oils and fats in 1950 include fish oils, 76 million 
pounds, and linseed oil and oil equivalent of flaxseed, 94.7 million 
pounds. ‘These figures on exports ahew that there could be no possible 
means whereby the United States could profit either on its edible or 
inedible production of oils and fats from retaining the 3-cent-per- 
pound processing tax on coconut oil. 

Mr. Chairman, the problem of the Filipino is how to get dollars. 
He needs dollars to pay for the canned milk, flour, canned fish, and 
other food products which he buys from the United States. He needs 
them for the fertilizer, agricultural implements, and textiles he buys 
from us. Sinee coconut ‘products represent 58 percent of Philippine 
exports, the quickest way to increase the Filipino’s supply of earned 
dollars is to repeal the 3-cent processing tax on coconut oil. Not 
only would we I ave the satisfaction of having removed an unjust tax 
which directly affects the Philippines and no other country, but we 
would enhance the ability of the Fitivine to buy more of the products 
of the United States. 


H. R. 1535 PROPOSES FREEZE COPRA AND COCONUT OTL TAXES UNTIL 1974 


Section 23 of H. R. 1535 contains a very novel proposal. While it 
proposes to convert the processing taxes to customs duties, it says on 
page 43 that the Philippine Republic must continue to consider them 
as internal taxes. In other words, we set up a legal fiction. The pur- 
— of the creation of this legal fiction is to prevent the Philippine 
tepublic from claiming exemption from them as customs duties under 
section 201 of the Philippine Trade Act of 1946. The following para- 
graph, however, cuts even deeper. It proides that the converted duties 
may not be subject to modification under section 350 of the Tariff Act 
of 1950. In other words, it is proposed after converting the tax 
to a customs duty to freeze it until July 3, 1974. This appears to be a 
most unjust way to treat the Philippines for whose welfare we continue 
to bear responsibility. 

The 3-cent processing tax was levied in 1934. The Reciprocal Trade 
Agreement Act likewise went into effect in 1934. During the 17 
years that it has been in effect we have lowered, through reciprocal 
trade agreements with many nations, thousands of tariff duties. With 
few of these nations have we had ties as close as pe between the 
United States and the Philippines. Yet in the 17 years that the 
3-cent-per-pound processing tax has been in effect pagatent Philippine 
coconut oil we have made no effort to modify it. 

In the specific instance of babassu oil, the United States has utilized 
section 350 of the Tariff Act of 1930 to bind a closely competitive oil 
on the free list. Babassu oil, like coconut oil, is high in laurie acid. 
It is this fatty acid which makes them valuable for many essential 
needs. Both contain in excess of 45 percent lauric acid. Babassu is 
the only other high laurie acid oil which is readily available to the 
United States market. Babassu oil was initially bound on the free 
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list in the trade agreement effected with Brazil in 1936. It was again 
hound in the General Agreement on Tariffs and Trade as negotiated 
at Geneva in 1947. The Philippine Republic insists that this is dis- 
criminatory and a violation of the Philippine Trade Act of 1946 and 
their trade agreement with us; and I think they are right. The dis- 
crimination ought to be removed by the repeal of the 3-cent tax on 
coconut oil. ‘This action is all the more requisite now because the 
United States Government is taking steps under the point 4 program 
for Brazil to increase the production of babassu oil. The point 4 
program would promote sec mre ae of the industry and improve 
transportation conditions in babassu growing areas. 

As I have stated, it is proposed in H. R. ‘1535 to freeze the 3-cent 
processing tax, after conversion to a customs duty, for an additional 
23 years. The finality which would be indicated by an action of this 
kind would seem to mean that the inherent injustice in the 3-cent-per- 
pound processing tax could never be rectified. Gentlemen, I just do 
not believe that the hearts of the people of the United States are that 
calloused. ‘The Philippines are still our responsibility and will be 
until their independence Ts a success. Their craft is already wobbling 
in the 8-year free-trade period of the Philippine Trade Act of 1946 
which everyone had hoped would be an easy passage. They are to 
hit the first rapids after July 4, 1954, when we begin to apply gradu- 
ated tariff duties to part of their exports to us and dec ‘lining quotas to 
the balance. I doubt that they can negotiate the passage unless we do 
something to help their chief industry, namely, the coconut products 
industry, “and that means to repeal the processing tax. 

A very simple amendment will accomplish the objective : It would 
be to insert a new paragraph (b) on page 39 of H. R. 1535, reading: 
“Section 2470 (a) (1), Internal Revenue Code (U.S. C. 1946 edition, 
title 26, sec. 2470 (a) (1)), is amended by aaa out the words 
‘coconut oil’ following the words ‘processing of.” 

It will also be necessary to remove from the various subdivisions of 
section 23 of H. R. 1535 all reference to the proposed change-over 
of the 3-cent-per-pound processing tax to a tariff duty applicable to 
copra and coconut oil. 

Mr. Chairman and gentlemen, I want to express my appreciation of 
your very courteous attention. 

Mr. Coorrr. Are there any questions of Mr. Bell? 

Mr. Byrnes. I have a question, Mr. Chairman. 

Mr. Coorrr. Mr. Byrnes of Wisconsin, will inquire. 

Mr. Byrnes. Ruling out, for the purpose of this question, the matter 
of repealing the processing tax, which method would you prefer; 
transferring it to a duty status or leaving it as it is? 

Mr. Bett. Primarily we are very much interested in the repeal of 
the tax. 

Mr. Byrnes. I understand that. 

Mr. Beit. But were it not repealed we prefer to leave it as it is. 

Mr. Byrnes. That is all. 

Mr. Stmpson. Mr. Chairman. 

Mr. Coorrr. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Seaeson. Mr. Bell, 1 remember when you were before the com- 
mittee in 1946 or thereabouts, in connection with the Philippine tre: it) 
agreement that we were making at that time; as I recollect your (lis- 
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cussion of this matter, I am interested in why you would prefer hay- 
ing this tax remain as it is rather than changing it over to a dutiab|e 
item. 

Mr. Bett. Mr. Simpson, I could go into that but, if you do noi 
mind, I would prefer leaving the discussion of that to one of the wit- 
nesses who will follow and who I think will be in a better position to 
discuss that than I would. 

Mr. Simpson. As it is now, it is a processing tax imposed by thie 
Congress and subject to change only by the Congress; is that correct / 

Mr. Betx. That is the only way I know of that it can be changed. 

Mr. Simpson. I shall reserve these questions until later, if you 
prefer. 

Mr. Coorer. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Mr. Bell, I came in late but I should like to ask if what 
is proposed is done and it is shifted over to a duty, would it not be 
subject to the trade-agreement program and therefore could be re- 
duced ? 

Mr. Bev. Frankly, I think we would be in violation of our obliga- 
tion under that treaty if we did that. 

Mr. Kean. Under which treaty ? 

Mr. Betz. The trade agreement of 1946. 

Mr. Kean. The trade agreement provides that we may cut the tar- 
itfs by 50 percent. 

Mr. Bev. That is right, but you cannot lay higher tariffs under 
that trade agreement. 

Mr. Kean. No; but you can reduce them. 

Mr. Bett. Yes; there is no question about our right to reduce o 
repeal this 3-cent tax. 

Mr. Kran. Therefore, if it were sifted from an excise tax to a tariff, 
then it would become subject to the trade agreement and the Presi- 
dent could enter into negotiations to cut it; and therefore, would you 
not get some of what you wanted by that means indirectly, instea: 
of by cutting it all out ¢ 

Mr. Betz. I think we would find that it was bound until 1974. 

Mr. Kean. That it was bound ? 

Mr. Bex. I think under the terms of the trade agreement we wou! 
have difficulty in ever getting it cut unless Congress does it in this 
Ww ay. 

Mr. Kean. That is all. 

Mr. Coorrr, Are there any further questions? If not, we thank 
vou, Mr. Bell, for your appearance and the information you hay 
given the committee. 

Mr. Bevi. Thank you, Mr. Chairman. 


STATEMENT OF JOHN B. GORDON, REPRESENTING BUREAU OF 
RAW MATERIALS FOR AMERICAN VEGETABLE OILS AND FATS 


INDUSTRIES 


Mr. Gorvon. Mr. Chairman and members of the Ways and Means 
Committee, I appear on behalf of the Bureau of Raw Materials fo 
American Vegetable Oils and Fats Industries, which is a trade ass: 
ciation containing in its membership a good cross section of the 
various industries producing and consuming vegetable oils in the 








lay - 


ible 


not 
vit 
1to 


the 
Ct f 
rect, 
you 


SIMPLIFICATION OF CUSTOMS ADMINISTRATION 505 


United States. It has in its membership the crushers of copra and 
the processors of the larger portion of the coconut oil consumed in 
the United States. This group includes soap makers, who require 
coconut oil in the making of soap. It includes refiners of coconut 
oil who refine the oil for sale to trades such as confectioners, cracker 
and biscuit makers. It includes distillers of fatty acids who break 
down the coconut oil into glycerin and fatty acids. The fatty acids 
are sold to manufacturers of synthetic rubber, plastics, resins, in- 
secticides and germicides, sulfonated higher alcohols, and certain war 
materials, and to other industrial users. 

I wish now to discuss five situations which existed in May 1934 when 
the processing tax was levied on coconut oil and which do not exist 
today. 


I. IN 1934 THERE WAS A WORLD-WIDE DEPRESSION 


The first of these situations was that there was a world-wide de- 
pression in 1934. The index of wholesale commodity prices in the 
United States in May 1934, according to the Bureau of Labor Sta- 
tistics, stood at 74.6 (basis 1926 prices equaling 100). In July of 
1951 the average index number of all wholesale commodity prices 
was 179.5. Thus it can be seen that the processing tax on coconut 
oil was levied at a time when the average of all commodity prices 
was less than three-quarters of normal, whereas today the average 
stands not far from an all-time high. It would not appear to be 
— to continue the coconut -_ processing tax in off ct indefi- 
nitely when it is apparent that it was passed as a contribution, for 
whatever it was worth, toward allevi iating the economy of fats and 
oils producers at a time when they, , like all other commodity producers 
in this ¢ ountry and the world over, were plod ling through the de pths 
of a depression which no longer exists. 


Il. PROCESSING TAXES ON NUMEROUS AGRICULTURAL PRODUCTS WERE IN 
EFFECT IN 1934 


The second situation which existed in 1934 which does not exist 
today had to do with Public Law 10 of the Seventy-third Congress. 
This was the old Triple A Act which became effective in May 1933. 
Under title I of this act processing taxes were in effect on hogs, cotton, 
corn, paper, jute, wheat, and tobacco. The amount of the processing 
tax on hogs was $2.25 per 100 pounds live weight; that on cotton 4.2 
cents per pound of lint; that on corn 5 cents per bushel. These proc- 
essing taxes which were in effect and those which were projected 
furnished a ready basis for such fats and oils producers as were 
feeling the effects of the Nation-wide de ‘pression to appear before your 
committee and say: “Processing taxes are in effect or proposed on 
domestic commodities which are the sources of domestic oils and fats 
together with compensating taxes on imports of manufactured articles 
made from same. Why, therefore, should there not be processing 
taxes on Imported oils and fats which would otherwise have a com- 
petitive advantage?” The argument proved persuasive and process- 
ing taxes in the amount of 3 cents per pound were levied by the Sev- 
enty-third Congress on coconut, palm, and palm kernel oils. An 
additional processing tax of 2 cents per pound was levied on coconut 
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oil from which tax the Philippines were exempted in order to give 
the Philippines a monopoly of the domestic market for coconut oil. 
In the case of palm oil, the chief use for which palm oil is today im- 
ported is for tin and terne plate, and palm oil for this purpose was 
exempted from the 5-cent processing tax by the Seventy-third Con- 
gress. Therefore, at present practically all palm oil which enters 
the United States for consumption is exempt from payment of a proc- 
essing tax. Palm kernel oil—the third oil on which a processing tax 
was levied—has never been imported into the United States in any 
important volume. 

On January 6, 1936, the decision of the United States Supreme 
Court in the Butler case having to do with the processing tax on cot- 
ton invalidated all processing taxes levied under Public Law 10 of 
the Seventy-third Congress (U.S. v. Butler, Receiver of Hoosac Mill 
Corporation (297 U.S. p.1)). Therefore these processing taxes on 
domestic commodities which were as much responsible for the levying 
of the processing tax on coconut oil as any other single factor no longer 
exist, whereas the processing tax on coconut oil still remains in effect. 


Ill, IN 1934 THE UNITED STATES WAS A NET IMPORTER OF FATS AND OTLS, 
WHEREAS IT NOW ILAS A HEAVY EXPORT BALANCE 


The third situation which existed in 1934 which has not existed in 
recent years was that in 1954 the United States had a large deficit of 
oils and fats produced from domestic materials, whereas it today has 
a great surplus. Production of oils and fats from domestic materials 
in 1934 was 7,511,110,000 pounds. Actual domestic disappearance, 
however, was 8,602,605,000 pounds. ‘This meant that we had to draw 
on imported supplies for about 1.3 billion pounds. Contrast this with 
the year 1949 when the United States production from domestic ma- 
terials, including the oil equivalent of domestic oilseeds, exported for 
crushing was, according to the Bureau of Agricultural Economies of 
the Department of Agriculture, 11,945,000,000 pounds. In this same 
year we had imports of 1,088,000,000 pounds and exports of 2.318,- 
000,00 pounds. We had, therefore, a net export balance of 1,230,000,- 
000 pounds of fats and oils in 1949. 

In the calendar year 1950 we had imports of 1,249,000,000 pounds 
as compared to exports of 2,081,000,000 pounds, which leaves an ex- 
port balance of 832,000,000 pounds. Expressed in another way, this 
export balance could have filled nearly 14,000 railroad tank cars or 
40 ocean tankers. 

I desire at this point to place in the record table 14 from The Fats 
and Oils Situation for February-March 1951, a publication of the 
Bureau of Agricultural Economics, which compares prewar exports 
and imports with those of the postwar period. 

For the calendar year 1951 the Bureau of Agricultural Economics 
anticipates a fats and oils production from domestic materials, in 
cluding oil equivalent of oilseeds exported for crushing, of 12.5 billion 
pounds. Figuring that exports will continue on the basis of the first 
(; months of the year, 12 months’ exports will be 2.5 billion pounds. 
Granting that the Munitions Board continues its stockpiling opera- 
tions on the same seale as in 1950, this will mean imports of 1.3 billion 
pounds, which will give the United States a net export balance of 1.2 
billion pounds of oils and fats in 1951. 
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In our change from a deficit fats and oils economy to the surplus 
side we lead all countries of the world as exporters of oils and fats. 
In 1949 we exported 19 percent of our production of oils and fats 
from purely domestic materials in the form of lard, tallow, and grease, 
soybeans, vegetable oils and products made therefrom, ete. This in 
turn was 22 percent of world exports from all countries of the world. 
In 1950 we exported 17 percent of our production from home-grown 
raw muterials. This constituted 17 percent of total world exports. 
In 1951 we estimate that we will export 20 percent of our production of 
oils and fats of domestic origin and that this will constitute 21 percent 
of world exports. In addition to our exports of oils and fats of 
domestic origin we exported oils and fats made from imported raw 
materials and in the form of the oil equivalent of manufactured prod- 
ucts such as soap containing coconut oil in the following amounts: In 
1949, 47.4 million pounds; in 1950, 47 million pounds. 

What has been the result of the change-over from a deficit to a 
surplus position since 1934¢ Mainly, that as long as we were on a 
deficit basis we could in theory profit by establishing a barrier of 3 
cents per pound in the form of tariff duties and processing taxes 
against foreign competition. Since the transportation cost and in- 
cidental expense of bringing imported oils into the United States was 
1 cent per pound this meant that there was a direct and indirect pro- 
tective barrier of 4 cents per pound against imported oils and fats. 
Thus, we should have obtained 4 cents per pound more for domestically 
produced fats and oils than the world market price. We did not 
succeed in doing this because we exported almost as large a volume of 
hog lard in 1954 as in 1950; 431 million pounds as compared to 468 
million pounds in 1950, and we had relatively inconsequential exports 
of cottonseed oil, soybean oil, and miscellaneous animal and vegetable 
oils which brought the total up to 662 million pounds, which was about 
9 percent of domestic production. This was not sufficient, however, 
to hold our prices down to the world market level. Contrast the fore- 
going situation with that of today when our production almost doubles 
that of 1934 and our exports are almost four times as great. 

In view of this changed condition in postwar years as compared to 
1934 the price of domestic oils and fats in the United States is no 
longer the world market price plus some portion of the tariff duties 
and the transportation cost of bringing oils from abroad. Our price 
today by virtue of the operation of economic law is the world market 
price less freight and incidental costs incurred in selling United 
States fats and oils for export. In 1934 only one of our domestic oils 
and fats, i. e. lard, was obliged to compete to an important degree in 
the world market. Now with our export volume totaling up to 20 
percent of domestic production and every important domestic oil or 
fat—such as soybean and cottonseed oils, hog lard, fish oils, inedible 
tallow and greases—making up an important part of the export sur- 
plus, each of these must meet the full force of world competition. 
They cannot possibly escape it—any more than the Health Officer of 
the District could set up a quarantine on a house full of children in- 
fected with measles where a considerable number of them were allowed 
to run at large over the neighborhood. 

Since it is essential that we make heavy exports of all our impor- 
tant oils and fats we must recognize that if Philippine coconut oil 
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has any ability to compete with these oils and fats its competition 
will be all the keener if we continue to compel it to sell below its actual 
value by use of the 3-cent processing tax. If the Ways and Means 
Committee sees fit to follow the recommendations made here that the 
3-cent processing tax be repealed and Philippine coconut oil be al- 
lowed to regain the markets which it has lost to synthetic detergents 
and in other directions it is bound to increase in price. By the same 
token the prospect of selling our domestic fats and oils surpluses in 
the world market at good prices would be enhanced. They would 
have just that much less competition from coconut oil and such com- 
petition as remained would be at a higher price level. 

I hope that your honorable committee will bear in mind that the 
regaining of the volume of business which Philippine coconut oil 
has lost in the United States will not be at the expense of domestic 
oils and fats. This is certainly quite obvious in the soap field where 
the regaining of lost ground means solely the removal of the umbrella 
which the 5-cent processing tax holds over synthetic detergents. There 
is no product of agriculture involved there as the chief raw material 
of the synthetics originates in the coke ovens. 

As respects the balance of the fats and oils field let me again point 
out that the United States stands preeminent as the world’s greatest 
producer and exporter. We have attained this position of leadership 
asa result of several factors. I do not wish to encumber the record 
by discussing all of these but the chief among them is probably the 
mechanization of American agriculture. For illustration, it will be 
noted that the development of our great soybean industry followed 
along with that of the farm combine, the extensive use of which dates 
from 1935. Other areas of the world, however, can likewise mech- 
anize their agriculture. Thus it would be possible to lose our posi 
tion as the world’s largest exporters if we do not follow sound com- 
mercial policy in international trade. In our opinion the removal 
of the 3-cent processing tax on coconut oil would constitute an im 
portant part of a commercial poliey designed to hold intnret our export 
trade in domestic oils and fats. If it was any part of a sound policy 
to impose the processing tax when the United States was a net tm 
porter of oils and fats it is equally sound policy to remove the process- 
ing tax now that we have become net exporters. 


IV. COCONUT OTL IS NO LONGER USED IN OLEOM ’ RGARINE 


The fourth situation which existed In 1934 which Goes not exist 
today was that coconut oil was extensively used in oleomargarine 
manufacture. Displacement of coconut oil as an oleomargarine in 
vredient by cottonseed and soybean oils occurred during World War 
II years when the use of coconut oil for edible purposes was neces- 
sarily forbidden by the War Food Board and the War Food Adminis 
tration in order to conserve the limited supply for defense needs. 
When the 3-cent processing tax was levied on coconut oil the butter 
producers were in the forefront of those requesting this action, But 
coconut oil is no longer used in oleomargarine manufacture. The 
records of the Bureau of the Census of the Department of Commerce 
show that not a pound was so used in the calendar year 1950 and 
none was used in the first 7 months of 1951. 
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Oleomargarine manufacturers found during their enforced absti- 
nence from the use of coconut oil that they could make a margarine 
with better spreading properties from hydrogenated cottonseed and 
soybean oils. Coconut oil, unlike most fats, in its natural or hydrog- 
enated state does not exhibit a gradual softening with increasing 
temperature but is inclined to pass rather abruptly from a brittle solid 
to a liquid within a temperature range of a relatively few degrees. 
This narrow plastic range of coconut oil and the inability of the oleo- 
margarine or other processor to modify the properties of the oil by 
hydrogenation as can be done with cottonseed, peanut, or soybean 
oils greatly restricts the use of coconut oil in edible products. A 
further objection to coconut oil held by margarine manufacturers 
arises from the fact that much margarine is used for cooking purposes. 
Here the housewife found that margarine or other cooking fat con 
taining coconut oil would foam and sputter to her intense annoyance. 

The only edible users who find coconut oil not only desirable but 
essential for their needs are the confectioners and bakers. Both of 
these industries use coconut oil for coatings. In this use, its very 
narrow plastic range which makes it unpopular with the margarine 
maker is useful because coatings must be nongreasy at ordinary tem- 
perature but must melt quickly in the mouth. The biscuit makers 
such as National Biscuit employ coconut oil for fillings in making 
products such as Nabisco wafers. The candy industry uses it as a 
constituent of candy. 

The popular unsweetened crackers consumed so extensively in the 
United States and marketed under various trade names such as 
Crax, Ritz, ete.. owe their popularity to coconut oil, These crackers 
require a coat ing of fat on the outside surface. It enriches the cracks r 
and imparts a characteristic glossy appearance, 

Edible coconut orf is Superior to domestic oils for the foregoing and 
certain other uses because it has less tendency to turn rancid. For 
example, biserit =. Cine lx rs. and candy ure more or less exposed to the 
atmosphere and therefore require an oil which resists rancidity more 
than would be the case with domestic oils. Coconut oil gains the 
attribute of antirancidity from its high laurie acid content and again 
it day be seen that the e: sentiality of this oil hinges to the fact that 
it is composed principally of a fatty acid not found in domestic oils 
and fats. Thus coconut oil has its limited field of use in the edible field. 
We estimate that the annual consumption of coconut oil for edible 
purposes is 100 to 125 million pounds, as compared to edible uses of 
domestic oils and fats of 9.1 billion pounds per annum. Coconut oil 
cannot encroach on the much larger field of edible usage enjoyed by 
domestic edible oils and fats due to their wider range of plasticity 
and greater general adaptability in the manufacture of foods. Coco- 
nut oil and edible domestic oils and fats each have their distinct and 
separate ¢ haracteristies and are not used interchangeably and the re- 
moval of the 5-cent processing tax could not mean the replacement 
of domestic oils and fats with coconut oil. 


V. IN 1924 THERE WAS NO SUBSTITUTE FOR SOAP 
The fifth situation which has changed since 1954 was that in that 


year there was no important substitute for soap. During the World 
War LI years, however, the production and use of synthetic detergents 
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began making inroads upon the per capita consumption of soap to 
such an extent that during the year 1950 the per capita consumption 
of soap at 22 pounds was Yower than in any year since 1921. 

Inedible tallow has always been the basic ingredient of soap in this 
country but in the manufacture of most soaps it must be mixed with 
15 to 25 percent of coconut oil to improve the solubility of the soap and 
to provide quick lathering qualities. These attributes which are im- 
parted by coconut oil arise from its high laurie acid content. Because 
soapmakers know that to make a better, more salable soap it must 
contain an adequate content of coconut oil they have paid as much as 
10 to 15 cents per pound more for coconut oil than the price paid for 
tallow over long periods of time. 

Since under present-day conditions soap must compete qualitatively 
with synthetic detergents it is more than ever necessary that an acde- 
quate percentage of coconut oil be used with the soap formula. If the 
price of coconut oil be so high as to make the average price of the 
tallow-coconut oil formula too high to compete with synthetic deter- 
vents then there is that much less soap produced and that much less 
inedible tallow and coconut oil consumed. 

The Department of Agriculture in its May-June 1951 issue of the 
Fats and Oils Situation states, under the heading “Outlook for pro- 
duction of synthetic detergents and soap” 

Retail sales of synthetic detergents are estimated at 1,200 million pounds in 
1950, or one-fourth of the total for soaps and synthetic detergents in that year. 
Trade sources indicate that total sales of 2 billion pounds can be reasonably 
expected if plant and materials shortages are alleviated. Demand for certain 
raw materials used in synthetic detergents, such as benzene and sulphuric acid, 
has increased greatly in recent months, but steps are being taken which are 
expected to remedy the situation by mid-1952. If this occurs, as seems possible, 
it is likely that soap production will be further reduced. 

The statistics of the Department of Agriculture show that the copra 
crushers lost one-third of their coconut oil business in the soap field 
in the ealendar years 1949 and 1950 as compared to the prewar period 
i9388-41. I surmise that they have lost considerably more business 
than the 134 million pounds which the statistics show as much of the 
soap which was manufactured in the last part of 1950 was hoarded 
by the housewife. The figure on this loss of business will probably 
run in excess of 150 million pounds, which would require the crush 
ing of 120,000 tons of copra to produce. The copra crushers naturally 
want to regain the business which they have lost and the soap makers 
would like to see them regain it. ‘The soap makers have a heavy invest- 
ment in soap-making plants and they want to keep their factories at 
work making soap. They merchandise synthetic detergents because 
the Vv must pre rforce do so to survive. If they did not merchandise 
them, nonsoap makers would; in fact, considerable of the distribu 
tion is by non-soap-maker agents. Moreover, some synthetic deter 
vents fill uses where they are noncompetitive with soap. 

The time seems to be opportune to reestablish the consumption of 
soap at the prewar rate. This belief is strengthened by testimony 
developed by the Gillette subcommittee of the Senate Committee on 
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Agriculture and Forestry in an investigation conducted in 1949 pur- 
suant to Senate Resolution 56, entitled “A resolution authorizing 
un investigation relative to expanded use of farm crops.” One phase 
of this investigation had to do with fats and oils. At the commit- 
tee’s request one of the largest (if not the largest) manufacturers 
of the base for synthetic detergents in the U nited States appeared 
before this committee at its request. The following part of his testi- 
mony (on p. 382) is of especial interest : 

“Q. Do you envisage any further (price) reductions?’—A. We 
have reached the point where we feel there will be no further large 
reductions. We think we are close to or at the end of our price 
reductions now. 

“Q. Do you think your plant is operating at a normal basis and you 
see no way of cutting these costs any further’——A. That is correct. 
Any savings from here on out are going to be mere fractions of a 
cent.” 

Again on page 389 of the hearings we find the following: 

“Q. You do not know at what breaking point that would be /—A. 
No: I do not. 

“Q. In other words, would it be 10 cents for grease and 15 cents 
for Alkane, or what would be the breaking point /—A. I would just 
simply be guessing at that stage. There is a large variation depending 
on just what sort of soap and just what sort of synthetic detergent 
one is talking about. At today’s price structure some synthetic 
detergents are cheaper than soap, while others, particularly heavy- 
duty ones, are, we believe, more expensive, in terms of manutacturing 
costs, than certain soaps used for similar purposes.” 

My reason for calling attention to the foregoing is first to show 
that in 1949 sunakabie detergents had reached bedrock as far as further 
price declines were concerned, and, second, to show that some soap 
was able to compete in price with certain types of synthetic deter- 
gents. Consumption of synthetic detergents in 1919 was only 5 
pounds per capita. In 1950 fats and oils prices went up markedly 
after the Korean incident. It should be more than a coincidence that 
the disappearance of synthetic detergents per capita went to 5 pounds, 

Sales totaled 1.2 billion pounds as compared to SOO million im 1949. 

In 1951, however, as indicated by the Department of Agriculture, 
the demand and consequently the price of the synthetic detergent 
manufacturers’ raw materials are at a high level. Benzene, which was 
selling at 21 cents per gallon in tank car lots in August 1940, is now 
selling at 30 to 37 cents per gallon, f. o. b. The type of sulfuric acid 
used in making synthetic detergents was $19 per ton in tank cars in 
1949 and is $3.50 per ton higher in September 1951. 

If your honorable committee can see its way clear to grant the peti- 
tion that the 3-cent processing tax be removed from coconut oil, I be- 
lieve that the production of soap will increase at the expense of syn- 
thetic detergents. If coconut oil can be purchased at a price nearer its 
actual value—which means free of the 3-cent processing tax—soap 
makers can make a better, more salable soap or the same quality soap at 
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a lower price. Either course should lead to larger soap sales and there- 
fore larger domestic fat consumption. To leave it in effect we believe, 
will, as the Department of Agriculture has predicted, mean “that soap 
production will be further reduced.” 


CONCLUSION 


This concludes my discussion of the five factors which have changed 
since 1934. I desire before concluding my remarks, however, to refer 
to a statement made by Dr. John F. Coulter, representing the Na- 
tional Renderers’ Association, in his prepared statement which reads : 

Failure to use more coconut oil in the soap industry last year cannot be at 
tributed to lack of foreign oils since imports last year and during the early months 
of this year have been as high or higher than any other year during the past de 
cade, except during the year of extraordinary imports following World War 
Ii (147). 

The importations which Dr. Coulter refers to evidently include 
those made by the Munitions Board for its stockpiling program. The 
oils being stockpiled are: Coconut, castor, palm, and sperm. The 
stockpiling program requires the accumulation of a 5-year stockpile 
for defense needs. The law under which the stockpiling program is 
conducted requires that none of these stocks be used except in the 
event of a national emergency and the Korean incident is not con- 
sidered in that category. Therefore, none of the stocks are going 
into consumption. "This can readily be ascertained by computing the 
“domestic disappearance” figure. This latter figure is computed by 
taking beginning stocks (crude and refined on a crude basis for vege- 
table oils), and adding production and imports, thus obtaining total 
available supplies. From that are subtracted exports and ending 
stocks, with the residual representing the amount used for domestic 
purposes during the period. 

Such a compilation as the above when made for the vear 1950 shows 
hat despite the fact that imports of coconut oil and copra totaled 
25,696,000 pounds expressed as oil domestic disappearance was only 
36.738 pounds. This shows that a very large proportion of the im- 


portations went into the Munitions Board stockpile. 
The Munitions Board has a long way to go before completing its 
accumulation of a sufficient stockpile of coconut, castor, — and 


sperm oils to supply the military needs for 5 years. Therefore heavy 
imports for these purposes will be bound to continue through the 
ealendar year 1951. Needless to state these importations of strategic 
oils for stockpiling purposes could not have the remotest effect on 
the price of tallow or other domestic oils or fats. In order to avoid 
disclosure of the size of their operations the Munitions Board forbids 
the Bureau of Census to show their stockpiles in their monthly stock 
report and only commercial stocks are shown therein. 
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TABLE 14.—J mports and exports of fats, oils, oil-bearing materials, and fat-and-oil 
products in terms of oil, average 1937-41, and annual 1948, 1949, and 1950 


{In millions of pounds] 
Imports for consumption 


Aver 
1948 1049 1950 2 


Food fats and oils 
Butter 
Lard 
Oleo oil 
Oleo stock 
Stearine, anin 


allow, edible 
lot il, edible 


Corn oil 

Cottonseed oil 

Cottonseed (15.5 per 

Olive oil, edible 

Peanut oil 

Peanuts, shelled (43 per 

Sesume oil 

Sesume seed (47 percent 

Sov bean oil 

Soybeans (16.5 percent 

Sunflower oil 

Teaseed oil ‘ 

Vegetable oils, shipments to 
Puerto Rico and the Virgin 
Islands * 


‘ 


Potal, edible vegetable oil 
Soap fats and oils 

Fish oils 

(7reases 

Marine mammal oils 

Olive oil, inedible and “‘foot 

Palm oil 

Tallow, inedible 

lotal, slow-lathering oils 

Babassu oil 
Babassu kernels (63 per 
Coconut oil 
Copra (683 percent 
Miurumuru kernels 
Palm-kernel oil 
Palm kernels (45 percent) 
Pucum kernels (43 percent 


Other industrial oils and fats 
Cashew-nul 
Castor oil 


Footnotes at end of table, p 
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TABLE 14.—J mports and exports of fats, oils, oil-bearing materials, and fat-and-oil 
products in terms of oil, average 1937-41, and annual 1943, 1949, and 1950— 
Continued 

{In millions of pounds] 


Imports for consumption Exports ! 
I 


Aver- 
age, 1948 1949 
1937-41 


Manufactured products and second- 
ary tnaterials (fat content): 

Margarine * 
Shortening 
Stearine, vegetable oil, winter * 
soap > 
Foots and oap stock * 
Fatty acids ° 


Total 


Exports through private relief agen- 
cles : 25. § 
Grand total "'_. 1,954.6 1,291.0 (1,110.3 (1,319 506. 3 900.4 (2,342.7 | 2,084.0 


‘ Includes shipments of butter, lard, and manufactured products to Puerto Rico and the Virgin Islands; 
reexports of coconut, palm, and tung oils, oil-foots and copra 

? Preliminary. 

? Less than 50,000 pounds 

4 1937-41, 15 percent 

5 Not separa ly reported 

* Also Hawaii and Alaska in 1937-41 

7 1987-41, 34 percent, 1948, variable yields 

* Imported margarine goes largely to Puerto Rico and the Virgin Islands 

* Included beginning 1949. 

© January to March, 1949 only. 

' Computed from unrounded numbers 


Source: Compiled from Foreign Commerce and Navigation of the United States, and reports of the Bureau 
of the Census and United States Department of Agriculture 


Mr. Coorrr. The next witness on our calendar is Dr. John Lee 
Coulter. At the request of Mr. Reed, Mr. Coulter will be passed over 
for the present. 

The next witness is Mr. Lawrence M. C. Smith, president, the Amer- 
ican Federation of Arts. 


STATEMENT OF LAWRENCE M. C. SMITH, PRESIDENT, THE 
AMERICAN FEDERATION OF ARTS 


Mr. Smith, please give your name and address and the capacity 
in which you appear for the record. 

Mr. Smiru. My name is Lawrence M. Smith. I am president of 
the American Federation of Arts. My address is 3460 School House 
Lane, Philadelphia, Pa. 

Mr. Coorrr. About how much time will you need for your state- 
ment ¢ 

Mr. Smirn. About 10 minutes. 

Mr. Coorer You are recognized ; you may proceed. 

Mr. Smiru. The American Federation of Arts has two interests in 
the customs simplification bill. Founded over 40 years ago by Elihu 
Root and having almost 400 museums and other institutions as mem- 
bers, we are circulating this year almost 100 exhibitions in approxi- 
mately 40 different States. The chairman has a copy of the Annual 
there, which is a 500-page book, which lists the various institutions. 
Each exhibition has Sen five to eight different showings in a year. 
Of these exhibitions, at least 15 come from abroad. 
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As a nonprofit institution serving other nonprofit institutions and 
dependent for the scope of our activities on the funds which we raise, 
it is essential that there be the minimum of burdensome restrictions on 
our carrying out our duties. What may appear to be a simple re- 
quirement can, in practice, consume a large amount of time of our 
limited staff and thus divert it from the activities for which we are 
formed. With our exhibition program, we have to meet deadlines, 
just as anyone else does. We are affected by costs in this way, for 
instance. Two paintings were recently brought in and the brokerage 
charges on those turned out to be $200 for the two paintings, which 
were worth $200 each. 

However, there is a broader justification for making our activities 
as simple as possible. The cultural exchange-of-persons program is 
making a major contribution to future world peace and toward in- 
forming the world of the meaning of American civilization, How- 
ever, the exchange of cultural materials between nations is patheti- 
cally inadequate. America is under attack by our enemies before the 
vast majority of the peoples of the world. Guns and dollars alone 
cannot win for us. Unless the rounded meaning of our civilization 
is known and understood by the other peoples of the world, there is a 
good chance that the propaganda themes of our enemies, that we are 
a materialistic, uncultured people, will succeed. Call this point 5, 
cultural development and exchange, or what you will, it has a very 
important place along with our military, economic, and political ac- 
tivities, 

No governmental agency can represent our civilization in this field. 
Art in the broad sense is the stronghold of the democratic mind, of 
free initiative, and of the individual in our struggle against com- 
munism and dictatorship. The activities of the 400 museums and 
other cultural institutions who are chapter members of the American 
Federation of Arts are a concrete demonstration of the meaning of 
our nonmaterialistic side in a way no canned propaganda can possibly 
represent. These institutions produce probably over 1,000 exhibi- 
tions a year which are seen by hundreds of thousands of our people, 
yet only an occasional exhibition can be sent abroad because of two 
factors—the cost of ocean shipping and insurance, and governmental 
red tape. To export our exhibitions and ask for freedom of govern- 
mental restrictions abroad, we must have a clean bill of health at home. 

The method of bringing in and notes on the method of handling, as 
well as some of the difficulties, are indicated on the attached report 
of the American Federation of Arts on 15 exhibitions with foreign 
origin. The 1951-52 list of traveling exhibitions, with a description 
of their character, is submitted herewith in the attached brochure, 
Traveling Exhibitions, 1951-52. A more detailed discussion of the 
tremendous gap existing in our cultural exchange of materials, as 
well as a resolution on this subject, adopted by the United States Na- 
tional Commission on UNESCO at its meeting in May 1951, is sub- 
mitted herewith, and available upon request is a recent speech by Mrs. 
Otto Spaeth, vice president of the federation. Reference also is 
made to the Agreement on the Lmportation of Educational, Scientific, 
and Cultural Materials, UNESCO MC/12, Paris, July 1950, which 
was adopted by the General Conference of UNESCO in 1950 and 
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which is before the Congress of the United States. This, however, 
covers a much broader field than we are interested in but is referred 
to as background material. 

Our recommendations relate only to procedural steps designed to 
permit the public institutions of our country to have a free exch: ange 
of materials with the public institutions of other countries on an insti- 
tution-to-institution basis. We refer only to institutions dedicated 
to serving the public in the edue ‘ational and cultural field, which 
institutions are not operated for a profit and the materials which they 
import are not intended for resale. It should be remembered that these 
institutions represent the investment of many millions of dollars in 
fixed assets and are always responsible to the Governmet for their 
actions. They are not transient taxpayers. They are run by boards 
of trustees for the public interest and, therefore, it would seem that 
the Government could give them the greatest liberty of action in this 
limited field. 

Specifically, we would like to see paragraph 1809 of the Tariff Act 
of 1930 changed to permit one bond to cover an exhibition for circu- 
lation anywhere in the United States. It is our practice to book 
exhibitions on yearly tours of the major museums, as can be seen from 
our enclosed brochure, and a restriction that we must have a new bond 
or prior permission for each change of exhibition site is onerous. As 
long as we restrict our activities in the nonprofit field, as above indi- 
cated, we believe that one bond should serve anywhere in the United 
States. We, therefore, suggest inserting the words “purposes within 
the territorial possessions of the United States” after the wording 
“imported in good faith for exhibition” in this paragraph, since 
routes cannot be completely fixed in advance. 

This would lead also to a change in the Customs Regulations, part 
10.49 (C), along the following lines by inserting the words “for edu- 

cational or cultural purposes, provided proof as to the location of said 
articles can be furnished to the Collector of Customs at any time” after 
the words “transferred from one institution to another.” An indi- 
vidual application would not have to be executed every time an exhi- 
bition moved from museum to museum. 

We also believe that it was the intention of Congress to include 
the accompanying frames and exhibition accessories. Exhibitions as 
prepared by an institution usually consist of a complete exhibition, 
not only of the paintings or other artistic material but also the frames 
and other material such as signs, stands, and so forth, whieh are speci- 
tically made for that exhibition. We therefore, suggest the insertion 
of the words “and accompanying frames and other exhibition acces- 
sories” after the words “thereof in metal, or other material.” 

We do not believe that a responsible museum should be required to 
give any surety on its bond. These institutions are at all times re- 
sponsible to the Government and the imposition of a surety imposes 
additional costs and equally onerous in the additional time-consuming 
detail, We, therefore, suggest that paragraph 809 be amended by 
inserting the words “with or without surety” after the words “but 
bond shall be given.’ 

This change is designed also to bring about a change in part 10.49 
(B) of the Customs Regulations which now apparently requires an 
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ordinary customs bond on Form 7565. This regulation should be 
amended by adding the following type of phrase: 


surety on bonds may may be waived upon satisfactory evidence of the financial 
responsibility and of the educational or cultural character of the importing 
institutions. 

Paragraph 1811 could be made more useful by permitting examina- 
tion of antique frames on the premises of the Importing educational 
institution, in or near any port of entry, with the permission of the 
customs official. 

Finally, paragraph 1720 should be amended to carry on the concept 
already approved by Congress of giving freedom to noncommercial! 
exhibitions by adding to it the words “except as they may be used 
in educational, cultural, or other noncommercial exhibitions and are 
not intended for sale or any other purpose than exhibition.” This 
change would permit bringing in exhibitions of contemporary design 
of industrial art. 

Paragraph 1812, dealing with tapestries, could be made more 
flexible without changing its underlying purposes, by making 1it 
apply to any tapestries which are intended for exhibition purposes as 
above. Thus the following words: 
and other tapestries made from the original designs of artists, provided they 
ure made for use exclusively as wall hangings and are not intended for resale 
or any purpose other than exhibition. 

We do not set ourselves up as draftsmen but have made suggestions 
for the purpose of clarifying our requests. 

We trust that your committee will not only find it possible to make 
these procedural changes but that it also will find it possible in its 
report to give some encouragement, by its actions, to the whole field 
of cultural exchange of materials between countries. 

Thinking it over last night. rather than making these detailed 
changes, if you saw fit for this type of institution to get an exemption, 
it would be along the lines of saying that the Secretary of the Treasury. 
having due regard to the public interest and the protection of the 
Government, may grant such exemption from the import and export 
requirements of this act as he may deem necessary to further the 
free international exchange of nonpermanent exhibits, including 
frames and other exhibition accessories, when such exhibitions are 
intended for use by educational and cultural institutions and are not 
intended for resale. 

Gentlemen, those problems may seem to you to be small problems, 
detailed as they are, but they have large consequences in a field that 
we think is of great and growing importance. Thank you. 

Mr. Coorer. Does that complete your statement ¢ 

Mr. Smiru. Yes, sir. 

Mr. Coovrr. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Are any of these suggestions you are making included 
in this customs simplification bill ¢ 

Mr. Surru. No, sir. There is one suggestion that is already 
included which is very good; but these are not included. 

Mr. Stmpson. On page 2 you say: 

To export our exhibitions and ask for freedom of governmental restrictions 
abroad we must have a clean bill of health at home. 
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What is the situation now when you send an exhibition abroad? 

Mr. Surru. We have just sent a show to Berlin. We had the possi- 
bility of getting some free transportation, but we had to turn it } moma 
We had to send it commercially because—this is all second-hand, as 
far as Lam concerned, but I was informed that if we got the paintings 
over there that way, we would have trouble getting them back. Our 
customs broker advised us, because of the difficulties of getting the 
paintings back into the country, to send them out commercially. 

Mr. Srwrson. Do you have a suggestion here that would correct 
that? 

Mr. Smiru. We do not have a suggestion here that would correct 
that. That happened just recently; that is, except for my last sug- 
gestion which would be a broad grant of power to the Secretary of 
the Treasury to give an exemption in those particular cases. I think 
it is too bad that private institutions have to raise funds to send 
paintings abroad when what is being done is really in the interest of 
the United States. We had to take $7,500 of trust funds to pay the 
ocean freight to get those paintings over to Berlin. 

Mr. Strson. But that is not the point that you are making here. 

Mr, Smrru. I am saying that if we had this broad exemption those 
costs would be eliminated, because we could cut down on the broker- 
age charges. 

Mr. Stmrson. What I am interested in learning is this: You recite 
here a number of things in our laws which make it difficult for foreign 
countries to send their things over here. What are the restrictions 
abroad that we run into, which are created by other countries, when we 
seek to send our exhibits abroad ? 

Mr. Saurru. I do not know the details of all those restrictions, but I 
can submit to you a more detailed statement on that. 

Mr. Stupson. Because vou say in your statement “We must have a 
clean bill of health at home.” 

Mr. Samiti. That is right. 

Mr. Stimpson. Are our restrictions tighter or more lenient than the 
restrictions of other countries ¢ 

Mr. Surrn. France's regulations are more lenient. Most of these 
countries have adopted fairly lenient measures. We have just helped 
to send a show to Italy and to France, and they are helping us sub- 
stantially, although there have been quite a few customs diflicul- 
ties, the details of which Tam not familiar with. 

Mr. Simpson. What you would like to see, though, is a more liberal 
exchange of these exhibitions ? 

Mr. Smrru. Yes; going both ways. It is a two-way street; that is, 
for us to send things over and to bring things over from those other 
countries. 

Mr. Stwrson. There ought to be some right of choice as to what. 
is brought over; do you not think so? 

Mr. Smirn. I do not believe any material should be brought over here 
unless it is something selected and approved by a public educational, 
cultural institution, such as the Metropolitan Museum. I had down 
here yesterday Mr. Sugden from the Metropolitan Museum, but had to 
send him back, with a case which is typical of our situation. 

Mr. Srurson. There should be some screening / 
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Mr. Smirn. There is no doubt about that. But I think that that 
screening should not be governmental, but should be by some quali- 
fied institution that has been in the field for many years. 

Mr. Smmpson. Thank you very much. 

Mr. Coorrr. Are there any further questions? If not, we thank 
you for your appearance and the information you have given the 
committee. 

The next witness is Miss Julia D. Bennett. Miss Bennett, please 
give your name and address and the capacity in which you appear 
for the purpose of the record. 


STATEMENT OF MISS JULIA D. BENNETT, ASSISTANT DIRECTOR, 
WASHINGTON OFFICE, AMERICAN LIBRARY ASSOCIATION 


Miss Bennerr. Mr. Chairman and gentlemen, my name is Julia D. 
Bennett, | am assistant director of the Washington office of the Amer- 
ican Library Association. The American Library Association is a 
professional organization of 20,000 librarians, trustees, and friends 
of libraries interested in the development, extension and strengthen- 
ing of our Nation’s library services. Today I shall speak primarily 
for the college, university, and large public libraries interested in se- 
curing foreign books for scholarship and research purposes. We 
appreciate the opportunity to comment on H. R. 1535. 

Since the conclusion of the war, American libraries have been sadly 
hampered by antiquated customs regulations affecting the importa- 
tion of books for public research libraries. Currently we operate un- 
der section 498 of the Tariff Act of 1930 (19 U. S. Code, sec. 1498), 
which authorizes the Secretary of the Treasury to prescribe rules 
and regulations for the declaration and entry of merchandise not ex- 
ceeding $100 in value. Under this provision of the law, the informal 
entry has been authorized for libraries on importations not exceeding 
$100 in value. 

The marked increase in the cost of books has made this $100 figure 
a serious stumbling block. In the case of many English technical 
books, the price has tripled. American libraries in the postwar period 
have taken energetic steps to import European books. The war re- 
vealed the crippling effect on research from the scarcity of European 
books. 

We are pleased to note that in section 16 (b) of H. R. 1535 the 
figure has been raised to $250. This figure is an attempt, we know, 
to recognize the need to simplify procedures and the general price in- 
crease. We respectfully urge that this figure be raised to $500 for 
libraries. $500 is the value of goods that now may be brought to the 
United States duty-free by returning residents, a figure recently 
changed from $100 to $500 by Congress’ recognizing the difference 
in the purchasing power of the dollar. This same increase prevails 
in the book field. We urge the $500 figure for libraries, knowing that 
Congress has frequently given preferential consideration to the needs 
of the educational institutions of this country. The number of libra- 
ries importing books is not large, and the amount of merchandise 
involved would not be great. 

We believe that goods valued up to $500 or less should be the sub- 
ject of informal entries rather than the complicated consular invoices 
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now necessary on purchases over $100. We were pleased to note that 
in the testimony of John S. Graham, Assistant Secretary of the Treas- 
ury, presented before your committee August 6, 1951, page 7, he urged 
informal entry for shipments of $250 as omitting onerous details and 
ensuring faster service to the benefit of both the importer and the Gov- 
ernment, 

Libraries find the “customs declarations” time consuming, often 
resulting in crippling delays in the receipt of books urgently needed 
for research or teaching, and particularly complicated since not con- 
tinuously used. In addition, “customs declarations” necessitates the 
services of a broker and additional clerical help, which adds con- 
siderably to the cost of the books. It is not necessary, I am sure, to 
remind the committee that currently all libraries are suffering budget- 
wise from the inflated dollar. Many college and university libraries 
have additional financial problems because of decreasing enrollments 
affecting the total institutional budgets. We hope that relief can 
come from the Congress of the United States in easing customs re- 
strictions for libraries. 

Librarians feeling a responsibility to gain access to information 
both from home and abroad need and appreciate your serious con- 
sideration of their problems. If possible, we would like to see all 
books and printed materials published outside of the United States 
placed on the free list when going to libraries. Currently dutiable 
books are those less than 20 years old, written in the English language. 
Again, may I remind you that the amounts of money involved are 
not large enough to be competitive to business or profitable to the 
Government, and the value to the general public cannot be over- 
estimated, 

We know that your committee will consider our problem, and appre- 
ciate the opportunity to testify. 

Mr. Coover. Does that complete your statement, Miss Bennett ¢ 

Miss Benner. It does. 

Mr. Coorer. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. As | understand it, the only trouble the libraries are 
having, and the only items dutiable as far as books are concerned, 
are the English-language books, and those that are of recent printing ? 

Miss Benner. That is correct. 

Mr. Byrnes. That is, less than 20 years old. 

Miss Bennerr. Yes, sir. 

Mr. Byrnes. So that basically the libraries are not doing a great 
deal of purchasing of imported books that are dutiable ¢ 

Miss Bennerr. 1 am sorry; I did not quite understand the question. 

Mr. Byrnes. They do not buy very many dutiable books? 

Miss Bennerr. No; we do not. 

Mr. Byrnes. Have you any idea how much it would amount to for 
the libraries of the country / 

Miss Bennerr. I know how much is spent on books abroad. There 
is an article in the Publishers’ Weekly, which gives an estimated figure 
of around $9 million for 1950, for imported books. 

Mr. Byrnes. Are those of all books or those that are dutiable? 

Miss Bennerr. Those are not all dutiable books. About $4 million 
of those might fall in the dutiable class. ‘Those are the English pub- 
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lications. However. I do not know how many of those are 20 years 
old or over, 

Mr. Byrnes. That is all. 

Mr. Coorrr. Are there any further questions? If not, we thank 
you for your appearance and the information you have given the 
colnmiittee, 

The next witness is Mr. Lloyd Halvorson, and will you come for- 
ward, please. Will you please give your name and address and the 
capac ity in which you appear for the record ! 


STATEMENT OF LLOYD HALVORSON, ECONOMIST FOR THE 
NATIONAL GRANGE, WASHINGTON, D. C. 


Mr. Hauvorson. I am Lloyd C. Halvorson, economist for the Na- 
tional Grange, and I am appearing in their behalf. The offices of 
the National Grange are at 744 Jackson Place NW., Washington, D.C. 

The National Grange believes that the Congress should establish 
definite foreign-trade polic ies from which could, be determined which 
commodities should have tariff protection and how much. 

Once this is determined, customs procedures should not wnneces 
sarily add or detract from this tariff protection. To have unneces 
sarily difficult and uncertain tariff procedures would be unsound and 
would very likely antagonize foreign nations dealing with us. 

When the amount of protection for a commodity has been deter- 
mined according to the foreign-trade policies laid down by Congress, 
we should not permit foreign nations to vitiate such tariff protection 
by export subsidies, dumping, and currency manipulation. For pro- 
ducers of domestic commodities with no tariff protection, such devices 
constitute unsound and unfair forms of competition which we should 
not tolerate upon our shores. 

In general, we favor customs simplification as a means of expanding 
world trade along lines laid down by a sound and definite foreign-trade 
policy enunciated by Congress. However, we feel that sections 2 and 
20 go far beyond this. Where a foreign nation is dumping or sub- 
sidizing the export of a commodity that is identical or substitutable 
for a domestically produced commodity, it is quite clear that some 
injury is being done. However, proof of injury to the satisfaction of a 
Federal agency might be rather difficult to establish. It is rather 
clear to us that a nation that engages in export subsidization or dump 
ing is defeating our tariff policy y and is engaging In unfair competition 
from the standpoint of our domestic producers. It should not be 
necessary to have to prove “material injury” with all its delays and 
uncertainty in order for a countervailing or antidumping duty to go 
into effect on a commodity imported ‘under unfair and unsound 
methods if that commodity or a close substitute is produced here. 

A nation can easily achieve the same effect as export subsidization 
and dumping by currency manipulation. If an exporter on a foreign 
shore who sells to us can take the dollars he gets and exchange them 
for more of his native currency than the going rate of exchange, it 
is clearly a form of export subsidization. In general we feel that 
nations which maintain multiple exchange rates are trying to gain 
unnatural and distorted advantages which in the end do us and the 
whole world more harm than good. We do not think that our Nation 
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should recognize multiple exchange rates, but should only recognize 
the actual market exchange rate, or whatever rate is most commonly 
applied to American dollars. Whenever a foreign nation allows its 
exporters an exceptionally favorable exchange rate for dollars in 
order to encourage them to invade our markets, we should automati- 
cally apply the countervailing duty in those cases where we have do- 
mestic producers of the product or close substitutes. 

I notice one of the witnesses on this bill favored repeal of a certain 
part of the Wool Products Labeling Act, and I am quite sure, I have 
not checked with the National Grange office, because I just noticed 
it a short while ago, but I am quite sure we would oppose any relaxa- 
tion under the Wool Products Labeling Act, and it seems to me that 
it would not be unfair to require the imports on wool goods to have 
the label on it. 

Another witness favored the repeal of the processing tag on coconut 
oil, and I do not think that that is the proper subject under this bill, 
so we would oppose anything like that unless there were proper 
hearings held on it. 

That is my statement. 

Mr. Coorrr. Does that complete your statement / 

Mr. Hanvorson. Yes, sir. 

Mr. Coorer. Are there any questions / 

Mr. Esernarrer. Mr. Halvorson, in the last sentence of your state- 
ment, you propose a remedy; is that the only remedy you propose, 
whenever a nation is engaged in dumping or giving exceptionally 
favorable exchange rates? You immediately automatically apply 
the countervailing duty; that is about the only remedy you would 
suggest ¢ 

Mr. Hatvorson. Yes, sir. We really have not gone into a detailed 
study of all parts of the bill, and it is a very compheated bill and hard 
to understand, but those are the main provisions that we seem to find 
affecting us. 

Mr. Esernarrer. You do not think that in consideration of this 
measure we should attempt to change any tariff rates at all? 

Mr. Hatvorson. That is what our feeling is. 

Mr. Esernarrer. Thank you very much. 

Mr. Coorer. And further questions? If not, we thank you for 
your appearance, and the information you have given the committee. 

That completes the call of the calendar for today, with the excep- 
tion of Dr. Coulter, and Mr. Reed requested that he go over until 
he could be present, and we will ask the clerk if he will list Dr. Coulter 
for appearance on the next day. 

Without objection, we now stand adjourned until 10:30 a. m. Mon- 
day morning. 

(Thereupon at 11:05 a. m., the hearing recessed, to reconvene Mon- 
day, September 17, 1951, at 10: 30 a. m.) 
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MONDAY, SEPTEMBER 17, 1951 


House or REPRESENTATIVES, 
(‘OMMITTEE ON Ways anp Means, 
Washington, D.C. 


The committee met at 10 a.m., Hon. Robert L. Doughton (chairman) 
presiding. 

The Cuairman. The committee will please be in order. 

Mr. Simpson. I make the point that there is no quorum present. 

The CnarrMan. Mr. Simpson calls attention to the fact that there 
is absence of a quorum. 

The clerk will call the roll of membership. 

(The clerk called the roll.) 

The CuarrmMan. On this roll call eight members have answered 
present. There is not a quorum present. 

( Discussion off the record.) 

The CHaimman. The clerk now advises that there is a quorum 
present. 

I have a letter here from the Honorable William Green, president of 
the American Federation of Labor, which he requests be made a 
part of the record, and in which he offers some suggested amendments 
tothe bill. Also, I have a letter from Mr. John C. Lynn, of the Amer- 
ican Farm Bureau Federation favoring the general purposes of the 
bill. 

We will insert the two letters in the record at this point. 

( The letters referred to are as follows:) 

AMERICAN FEDERATION OF LABOR, 
Washington, D. C., September 138, 1951. 
Hon. Rosert L. DouGuton, 
Chairman, House Committee on Ways and Means, 
Washington, D.C. 

Drak Mr. Dovucuron: It has come to my attention that H. R. 1535, the so- 
ealled customs simplification bill, contains several provisions that are objec 
tionable. 

One of these is section 14, which would abolish the American selling price as 
a basis of valuation for duty assessment. This method of valuation was estab- 
lished in a few instances to meet particular import conditions. Its abolition 
could work great harm by lifting the protection now enjoyed, for example, by 
the workers in the rubber-soled footwear industry. It is not clear that section 
14 of the bill would in any way simplify our customs procedures and admin- 
istration. 

There are other features of the bill that also would not promote the simplifica- 
tion which is the avowed purpose of the bill, as reflected in the title. We have no 
objection to bringing customs procedure up to date and insofar as H. R. 1535 
would accomplish this purpose, we do not oppose it. 

However, I understand that several provisions of the bill are designed to ad- 
just our statutes to an international agreement which has been entered into 
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provisionally, namely, the General Agreement on Tariffs and Trade, known as 
GATT. This is a matter of sufficient weight to carry forward in a separate bill 
and it would be more appropriate and straightforward to seek this modification 
of our statutes on its own merits. Opportunity would thus be provided for sup- 
port of the customs simplification bill stripped of its extraneous features and 
for separate hear. ngs on the issue of the General Agreement on Tariffs and Trade 
without confusion of the two distinct objectives. Such a separation would greatly 
simplify and speed the progress of H. R. 1535. 

Kindly have this letter made a part of the record of the hearings on H. R, 
1535. 

Sincerely yours, 
WM. GREEN, 
President, American Federation of Labor. 


AMERICAN FarM Bureau FEDERATION, 
Washington, D. C., September 11, 1951. 
Re: H.R. 1535—Customs Simplification Act of 1951. 
Hon. Roserr L. DouGHuion, 
Chairman, Ways and Means Committee, 
United States House of Representatives, 
Washington, D.C. 

Deak CHAIRMAN DovucHuron: The American Farm Bureau Federation rec- 
ommends the enactment of legislation which will simplify and expedite existing 
customs procedures to the maximum feasible extent, including any provisions 
which will result in more uniform and rapid class.fication of products and com- 
modities for customs purposes. 

This subject was considered at the last annual meeting of the American Farm 
Bureau Federation. We quote the following applicable portions of our resolution 
dealing with international trade: 

“The reduction of customs barriers and a freeing of world trade from the 
shackles of currency and quantitative trade restrictions should be the most 
important objectives of the United States trade policy. These objectives must 
be considered not only in our own economic self-interest, but rather in a firm 
belief that the creation of healthy economic conditions and the development of 
strong self-supporting economies in the nations of the free world are vitally 
important to our security. If America is to be effective in helping accomplish 
these objectives, We must look realistically at our own trade policies and make the 
necessary changes in order to contribute our part in this endeavor. 

“We again recommend that our customs regulations be modified under existing 
tariff schedules in order to encourage expansion of international trade. Even 
though provisions are made in the ITO Charter to accomplish this purpose, we 
recommend that the proper agencies of Government take the necessary steps 
to modernize the United Staes customs regulations. We recommend passage of 
legislation to accomplish this.” 

H.R. 1535 has as its major objectives the streamlining and simplification of 
customs procedures, The subject is a technical one. We are in no position to 
conclude that each and every provision of the bill is desirable. But we do want 
to support the major objectives of the bill and to recommend to the Ways and 
Means Committe their approval of the bill with whatever revisions your scrutiny 
will disclose as being desirable to accomplish these major objectives. 

In recent months the Treasury Department, through administrative instruc- 
tions to customs officials, has clarified many of the complicated provisions of 
our customs procedures. We believe that a great deal more can be done by the 
Treaury Department under existing legislation. With a continued effort by 
the Treasury Department toward customs simplification, together with the major 
objectives of this bill, our customs regulations can be materially improved. 

We respectfully request that this letter be made a part of the record in lieu of 
personal testimony before your committee. 

Sincerely yours, 
Joun C. LYNN, 
Associate Director, Washington Office. 


The CuairMan. The first witness on the calendar this morning is 
Dr. John Lee Coulter. 
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STATEMENT OF DR. JOHN LEE COULTER, NATIONAL RENDERERS 
ASSOCIATION, WASHINGTON, D. C. 


Dr. Coutrer. My name is John Lee Coulter, consulting economist, 
appearing today for the National Renderers Association, which is 
a trade association consisting of about 275 members scattered from 
coast to coast and from the Canadian border to the Gulf of Mexico. 

The statement which I have prepared is about the same length as 
that which Mr. Bell presented, about 20 pages long. If read care- 
fully, I suppose that it would take most of an hour to present. 

I would be very glad, since practically all the figures used were 
presented by Mr. Bell in a different angle, to submit my typewritten 
statement if it can be included in the record complete in its present 
form and then proceed for 15 or 20 minutes to give a summary of the 
main points where we differ from other witnesses with reference to 
the major section in which we are interested. 

The CratmraMan. Without objection, the request is granted. 

(The statement referred to is as follows:) 


STATEMENT SUBMITTED bY Dr. JouN Lee CouLreER, CONSULTING ECONOMIST, 
REPRESENTING NATIONAL RENDERERS ASSOCIATION, WASHINGTON, D. C. 


(1) The National Renderers Association (formerly Association of American 
Producers of Domestic Inedible Fats) was organized in 1983 as a non-profit 
trade organization and maintains national headquarters at 1424 K Street, NW, 
Washington 5, D.C. 

The association has a total of approximately 275 member companies scat- 
tered from the Atlantic to the Pacitic coasts and from Canada to Mexico. These 
companies—largely singly, independently operating establishments—are pri- 
marily engaged in the production of inedible tallow and grease, but have as major 
joint products or byproducts such items as hides and skins, meat meals, tank- 
age, bones, and dried blood 

Aside from meat-packing establishments which are not members of this as- 
sociation, there are some 400 commercial rendering plants in the United States 
extending from Maine to Washington and from Florida to California. Need- 
less to say, there are plants in every State of the Union wherever livestock are 
produced, processed, distributed, or consumed. 

Our interest in the pending bill stems from the fact that ' © United States 
is unquestionably the leading Nation of the world from the standpoint of number 
and classes of livestock, including poultry. 

Many different kinds of animals are produced in great numbers in practically 
every one of the 5,000 counties of the United States and on most of the more 
than 6 million farms. Livesteck of all classes are an important part of the 
domestic economy not only for the edible commodities they vield such as meat, 
dairy, and poultry, but also because joint products such as fats and oils, hides, 
and skins, bones and glands, etc., have a substantial economic value When prop- 
erly recovered, and if not displaced by imported low cost of production, competi- 
tive articles. 

That the rendering industry itself is one of tremendous size is indicated by the 
fact that production during recent years has averaged about 2 billion pounds of 
inedible tallow and grease annually which, together with other products of this 
industry, would represent a gross volume over a period of years of not less 
than half a billion dollars annually. While the industry as a whole is “big 
business”, it is made up of hundreds of relatively small scatttered companies 
and plants. Butter, a major dairy product, and lard, a byproduct of the pork 
producing branch of agriculture. are the other two major animal fats or oils, 

It is not within the power of those engaged in this industry to artificially re- 
strict the number or classes of animals produced on farms, or slaughtered, or 
which fall from accident or disease, nor is it within their power to control the 
percentages of meat or fats and oils, or the vield of other joint products or by- 
products which naturally flow from the livestock industry. In other werds, the 
character of the industry is such that its members must be prepared for large 
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or small volumes of raw materials since of necessity they must process all such 
materials made available. For this reason, :mong others, the domestic industry 
is peculiarly susceptible to injury as a result of floods of competitive foreign Tats 
and oils which periodically deluge our markets. 

This industry provides by far the largest proportion of all fats or oils used 
by the soap industry which is recognized as one of the leading producers of 
finished chemical products in this country. In addition, the rendering industry 
supplies tremendous quantities of material to other branches of industry. In 
passing, it should be noted, that the rendering industry has been recognized as 
one of supreme importance during periods of war or preparation for national 
security because it provides the source for such strategic or critical materials 
as glycerine, red oi! (oleic acid), and stearie acid. 

The livestock industry, which is served in many important ways by the 
members of this association, is recognized as the foundation of soil fertility and 
natural resource conservation. It is to be remembered that about half of 
the land in the United States is not in farms but is waste or forest land of great 
value as pasture. Furthermore, fully half of all land in farms is primarily 
devoted to the production of pasture, hay, and forage crops. Most of this land is 
not adapted to the direct production of such human foods as cereals, grains, 
seeds, fruits, nuts and vegetables, vegetable fats and oils, cotton, tobacco, and 
other commercial crops. Furthermore, such crops as are grown commercially as 
feed for livestock are almost universally produced in rotation with cereals and 
other food or fiber crops, and it has been scientifically ascertained that the 
original soils under cultivation would have rapidly deteriorated as a result of 
overcropping and exhaustion, and loss from that process would have been sup- 
plemented by wind and water erosion, had it not been for the livestock economy. 
In other words, the livestock industry is the sine qua non for the preservation 
of soil fertility and conservation as well as the food supplies and many other 
useful commodities for the human race, 

Since the major function of members of the National Renderers Association 
is the production of inedible tallow and grease and animal proteins from literally 
billions of pounds of material, which otherwise would represent waste, it must 
be clear that this industry is important from the standpoint of sanitation and 
removal of many health hazards, It is a matter of record that the operations 
of the industry are very closely supervised and regulated by city, county, or State 
health authorities and it is now a general practice that members of the industry 
be bonded and otherwise licensed to assure diligent performance of this special 
type of assignment. Moreover, were it not for the existence of this industry, city, 
county, or State units of government would have to provide for collection and dis- 
posal of such wastes at great additional expense to the taxpayer. 

While not caly eliminating the possibility of extra local tax assessments by 
their operations, members of the association pay very large sums of money an- 
nually to farmers, ranchers, feed-lot operators, meat packers, slaughtering estab- 
lishments, retail meat shops and chain stores, hotels, restaurants, institutions, 
military establishments, and even the homes of the Nation (through the house- 
hold grease salvage programs) for the privileze of collecting these oil and fat- 
bearing animal materials. ‘ayments of this nature actually have the effect 
of lowering the cost to consumers of such primary articles as meat, dairy, and 
poultry products and also result in a somewhat increased return to the pro- 
ducers of the animals. 

This rather extended statement of the place of the National Renderers Asso- 
ciation in the national economy is presented in order to justify their request 
for opportunity to be heard when matters of such importance as this are pend- 
ing before the Congress of the United States. 

(2) The major reason for the great concern of members of this association 
is the fact that perfectly tremendous quantities of vegetable, animal, and marine 
fats and oils are produced in other parts of the world and compete in the markets 
of the world with such domestic fats and oils and products derived therefrom 
as may be available for export from this country. A very large part of the 
billions of pounds of fats and oils produced in other parts of the world are the 
product of labor of such low living standards that the domestic as well as the 
world price structure for these commodities is constantly in jeopardy. 

Not only do American products meet in competition in foreign markets with 
like or similar products produced by people with low living standards but 
because of the ease and low cost of water transportation the materials from 
which foreign fats and oils are produced (and/or fats and oils already extracted 
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from raw materials in foreign countries) are a constant threat to the American 
market. The reason for this situation is the high degree of interchangeability 
as between the foreign vegetable, animal, and marine fats and oils, and such 
domestic products as the inedible tallow and grease produced in the United 
States by this industry. 

Unless the hearings now being conducted by this committee were extended 
over a period of many days it would not be possible to allow this association 
the time necessary to present the comprehensive technical, economic, and sta- 
tistical data needed to establish these general statements. 

On another occasion this association had prepared a comprehensive statement 
consisting of SO printed pages under the title “Fats and Oils, Their Sources, Uses, 
and Markets, 1920440." This report contains detailed data on this subject down 
through 1943 and the early months of 144. In this report will be found a 
detailed examination of the question of United States tariff duties and excise 
taxes in effect on July 1, 1959, just before the beginning of World War II and 
on January 1, 1945, just before the end of that war. In other words, that report 
brings us down to the basic date provided in the Trade Agreements Extension Act 
of 1949 and in the pending bill. 

We do not suggest anything more than reference to this intensive study and 
do not request the committee to reproduce these data as a part of our oral 
or written presentation at this time. We wish, however, that the secretary 
of your committee would make note of the fact of this detailed study and that 
the secretary of the National Renderers Association is prepared to furnish a 
copy of that study to each member of your committee if desired. 

We would state here only that from this study it will be noted that nearly 
every different commercially known class of fats and oils of domestic and 
foreign origin has been dealt with in the trade agreements which have been 
negotiated under the original Trade Agreements Act as amended and extended. 
Because of this situation we have brought this study down to date and have 
compiled in the briefest possible form necessary statistical and economic data 
covering the period from January 1, 1945, to December 31, 1950. We believe that 
these data should be available to your committee. Nonetheless, we feel that 
it would require more time than you can properly accord to us to present this 
supplementary material orally. We would therefore request that the supple- 
mentary tables prepared be accepted by the committee for its information and 
printed as an exhibit in connection with our testimony. 

While the Trade Agreements Act permits increases as well as decreases of not 
to exceed 50 percent, it is well known that in fact there have been no increases. 
The decreases are shown in detail in the 356-page report published by the 
Tariff Commission, entitled “United States Import Duties, 1950." All items listed 
in paragraphs 52, 53, and 54, of the Tariff Act of 1930 are listed on pages 12 and 
13. Other items such as butter, lard, and tallow are in the Agriculture Sched- 
ule. Those subject to excise taxes are given in detail on pages 165, 166, and 
167. The tax and duty has been reduced, generally, to the limit permitted on 
practically every item 

(3) The question may be asked: Why introduce these background elements 
pertaining to the fats and oils industry since the bill pending before this com- 
mittee has for its title “The Customs Simplification Act of 1951"? While we are 
concerned with all of the sections of the pending bill (H. R. 1535) we are so 
vitally affected by the provisions of section 23 that we desire to direct the atten- 
tion of the committee especially to that section which is entitled ‘‘The conversion 
of processing taxes to import taxes.” We desire to discuss this subject in some 
detail, and then if time permits, we would be glad to add supplementary testi- 
mony pertaining to several other sections contained in the pending bill. 

Under the trade agreements program (sec. 350 of the Tariff Act of 1930) 
which would have expired on June 12 of this year except for the fact that it was 
extended for another 3-year period with important amendments, the President, 
operating through such offices as the State Department and the Tariff Commission 
in cooperation with other Government agencies, has been empowered to reduce 
rates of duty contained in the Tariff Act of 1930 not to exceed 50 percent below 
rates which may have prevailed on January 1, 1945. It is of utmost importance, 
however, to note that this authorization to reduce tariff rates a maximum of 
50 percent has been interpreted to include similar authorization in the case of 
“import taxes” even though they may be classified as “excise taxes.” These 
excise taxes on imports are considered to be almost identical with customs du- 
ties, and under the law they are administered by the Customs Bureau in the 
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same manner as are tariffs on imports. There has been much opposition to 
reduction of excise taxes on foreign vegetable, animal, and marine fats and oils 
which come into direct competition with like or similar domestic fats and oils 
even though the domestic items are largely derived from the livestock industry 
on the one hand (butter, lard, tallow, and grease) and on the other hand are 
secured largely from the production of cotton, peanuts, and corn (cottonseed 
oil, peanut oil, and corn oil). 

Very large quantities of oils are produced commercially by American farmers 
as a major product in flaxseed and soybean production. Other fats and oils 
are produced in the United States, although in smaller quantities, such as tung 
oil and olive oil produced incident to the production of olives. Because of the 
large measure of interchangeability, all of these domestic fats and oils expe- 
rience direct or indirect competition from the tropical vegetable, animal, and 
marine fats and oils which are imported. Imported tropical vegetable oils 
are very largely used in the production of margarine, shortening, salad dressings, 
and other edible products and thus are in direct competition with such finished 
domestic products as butter and lard. Linseed oil, which is the major product 
of flaxseed and holds an extremely high position in the paint, varnish, linoleum, 
oilcloth, and a number of smaller industries, comes into direct competition with 
tung oil which is produced largely in China, although it occurs in other parts 
of the world, and with oiticica as well as with a number of imported oils of 
very much less importance. In this group of oils, the quick-drying qualities are 
of primary importance. 

Another significant group of imported oils (in fact the item of greatest im- 
portance and volume) is (a) coconut oil which comes very largely from the 
Philippine Islands; (b) palm kernel oil which comes primarily from the area 
of Indonesia and southern Asiatic regions, and (¢) babassu which comes ex- 
clusively from the great Amazon Basin in South America. There are other 
oils of lesser importance in this group. They fre classified as a group as lauric 
acid oils, having the exceptional characteristic of producing lather in the form of 
bubbles or suds. This makes them peculiarly important in the soap and 
related industries, but they are likewise used in large measure in a number 
of edible and inedible industries. 

Such oils may or may not be imported in the form of oils. A large part of 
coconut oil is imported in the form of copra, which is the dried meat of the 
coconut. Babassu may be imported in the form of nuts or Kernels and palm- 
kernel oil may be imported in the form of nuts or palm kernels. The important 
thing is that this group of oils, while competing with other fats and oils, add a 
special quality when used in limited amounts in such industries as the manufac- 
ture of soap. 

It is in large measure because of this last special group of tropical, lauric acid, 
oils that we appear before this committee today in opposition to the provisions 
of section 23 of the pending bill, which in their present form provide for the 
conversion of processing taxes now provided in section 2470 of the Internal 
Revenue Code (U.S. C., 1946 ed., title 26, sec, 2470) into the form of excise taxes 
on imports. In the section of the Internal Revenue Code to which reference has 
Just been made, there is provision for the imposition of processing taxes “On the 
first domestic processing of coconut and palm-Kernel oil respectively.” No such 
tax is imposed upon babassu for the simple reason that babassu oil and/or nuts 
or kernels were not introduced into the United States until 1936 and has never 
reuched such extremely great quantities as in the case of coconut and palimn- 
kernel oils and the further fact that babassu comes from a Latin-American 
country. 

It is necessary at this point to stress the fact that these processing taxes are 
imposed as internal-revenue taxes, as a part of the farm program, and while the 
raw tmaterials are all imported from foreign countries, the tax is nevertheless 
imposed on the first processing of the oil and is not imposed as an import tax 
on the raw materials. There is no evidence that a transfer from the Bureau of 
Internal Revenue to the Customs Bureau would be an act of simplification or 
economy. It is believed that this section is intended to carry out a commitment 
by the State Department to certain foreign countries in connection with the ITO 
Charter or GATT, and once transfer is made they may proceed to reduce the 
processing tax by 5O percent without any direct authority from Congress. 
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THE PRICE MOVEMENT OF COCONUT OIL AND INEDIBLE TALLOW IN THE UNITED STATES, 
AS A REFLECTION OF VOLUME OF IMPORTS ON THE ONE HAND AND DOMESTIC PRO- 
DUCTION ON THE OTHER, IN RELATION TO MARKET REQUIREMENTS 


Table I, attached, presents data for each year for the 30 years since the end 
of World War I, showing imports of coconut oil as such, or in the form of im- 
ported copra, together with representative prices for coconut oil and inedible 
tallow. It is to be observed that during the first decade of the period covered 
(the prosperous era, 1921 to 1930 inclusive), total imports of coconut oil, plus 
oil from imported copra averaged about 500 million pounds annually, but reached 
a high point of nearly 775 million pounds in 1928. Up to that date the price of 
crude coconut oil (carload lots, wholesale, Pacific coast points) averaged about 
1 cent per pound more than the corresponding price of No. 1 inedible tallow, 
Chicago. Up to that time, the amount of coconut oj] did not greatly exceed 
apparent requirements of the soap industry, with relatively smaller amounts 
left over for all other uses. 

Up to 1930, and the beginning of the great world-wide depression, there were 
no special excise or processing taxes imposed upon foreign vegetable, animal, 
and marine fats and oils, and materials from which these are derived. In 
other words, there were relatively normal customs duties imposed upon various 
items in harmony with general tariff structure. This continued through the 
Tariff Act of 1930, 

But it will be noted from the table, that in 1928, when imports of coconut oi 
approached 775 million pounds, the price fell below that of inedible tallow. 
Reference to table Il indicates more than usual amounts of laurie acid oiis 
were used in the soap industry. In fact, the record indicates that in 1929 
when the price of coconut oil fell about 1 cent below the price of inedible tallow, 
the sonp industry used over 407 million pounds of lauric acid oils, or 24.1 per 
cent of all fats and oils used in soup making. This was the highest percentage 
for any year for which dependable records are available. 

At this point, the price of coconut oil which had averaged between S and 
cents a pound from 1921 to 1928, fell to 7.1 cents per pound in 1920, 5.) cents per 
pound in 1930, 3.9 cents per pound in 1981, 3.2 cents per pound in 1932, and h 
the low of 3 cents per pound in 1933. 

During this downward trend to bankruptcy levels, the price of inedible tallow 


was dragged down from So.) cents per pound in 1982S to only 2.7 cents per pound 
in 1932. It was at this point in our economic program that Congress ce ed 
to introduce special taxes on imports of certain foreign fats and oils, and lik 


wise that the system of processing taxes was adepied., 

During the decade from 1936 to 1945, inclusive (this includes the OPA 
price-control period), the price of crude coconut oil, California points, averaged 
between 2 and 3 cents above the Chicago level of No. 1 inedible tallow Th 
Was after the 3 cents processing tax was added to the market price in the case 
of coconut oi] 

Since 146, with Government controls largely removed, prices of coconut oil 
and inedible tallow have followed market conditions In the meantime, inereus 
ing quantities of coconut oil have been used in other than the soap industries, 
and the price has been more nearly on a competitive level with such domestic 
vegetable oils as cottonseed oil, soybean oil, peanut oil, and corn oi 

At this point it should be noted that imports of coconut oil during the just 4 
years have exceeded any other similar periods in our history, reaching an all 
time high of S77 million pounds in 1947. Present indications are that this high 
ficure will be reached or exceeded during the present year, 1051. 

In the meantime, the soap industry, in the face of relatively high coconut oil 
prices, has greatly reduced the relative amount of lauric acid oils used in soap 
making. It has already been noted that Whereas in 1930 the soap industry used 
24.1 percent of lauric acid oils at a time when prices of coconut oil and inedible 
tallow were at about the same level, by 1949 only 16.6 percent of all fats and 
oils used in soap making were from the lauric acid group, and during last year 
(1950) only 15.7 percent of total fats and oils used in soap making came from 
the coconut oil, palm kernel oil, and babassu group. In other words, the pro 
portion of laurie acid oils used is evidently very greatly influenced by the price 
structure, and during last year, coconut oil on the average was priced about 
10 cents per pound higher than No 1 inedible tallow. Failure to use more 
coconut oil in the soap industry last vear cannot be attributed to lack of foreign 
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oils since imports last year and during the early months of this year have been 
as high or higher than any other year during the past decade, except during the 
year of extraordinary imports following World War II (1947). 

At this point it seems desirable to devote an extra 2 or 3 minutes to an exam- 
ination of prices of coconut oil and of inedible tallow by months, during 1950 
and the first 6 months of 1951; these are shown in an attached table. 

During the first 6 months of 1950 (before Korea) the price of crude coconut 
oil (Pacific coast carlots) averaged 10 to 12 cents per pound above No. 1 inedible 
tallow (Chicago carlots) after adding the 3 cents processing tax. This no doubt 
accounts for the decline of proportionate use of laurie acid oils (such as coco- 
nut) in the soap industry. Coconut oil was now in more active competition 
with cottonseed, soybean, peanut, and corn oils. Between June 1950 and March 
1951, the price of coconut oil went up from 16.1 to 24 cents per pound while inedi- 
ble tallow No. 1 went up from a low of 4.4 to 14.6 cents. At this point ceiling 
prices were prescribed (effective March 12, 1951) at 14.0 cents for No. 1 tallow 
and 14.8 cents for prime or extra. These were in fact a rollback of 2 or 3 cents 
per pound from prices reached in February. No ceiling was placed on prices of 
coconut or other imported fats or oils. 

Notwithstanding the Government ceiling price program, the price of inedible 
tallow No. 1 declined from 16.4 cents average for February to 14.0 cents (the 
ceiling set by the Office of Price Stabilization, March 12), to only 6.9 cents as 
this is written (August 8). This was a net decline of nearly 10 cents per 
pound. During the same period the price of coconut oil fell from an average of 
24.5 cents per pound from February to 13.3 cents on August 8, or about 11 cents 
per pound. 

The principal conclusion from this review of price movements is that neither 
the State Department (through trade agreements concessions of tariff rates 
or excise taxes) nor the Office of Price Stabilization (through price ceilings) 
have rendered any useful service so far as prices or stabilization is concerned 
in this industry where the competition of many kinds of foreign fats and oils 
is involved. The thing this industry fears most at this time is that the farm 
program (including use of processing taxes) may be made the plaything of 
State Department economists, and officers of other agencies involved in carrying 
out foreign economic policies, and that the industry we represent, along with 


others engaged in production, processing, and using vegetable, animal, and 
marine fats and oils will be subject to the whims of such world organizations as 
ITO or GATT. 


IMPORTS OF COCONUT OIL, PALM OIL, AND PALM KERNEL OIL, AND THE COPRA, PALM 
NUTS, AND KERNELS FROM WHICH THE OILS ARE DERIVED, DURING THE EARLY 
MONTHS OF 1951 


Coconut oil, palm oil, and palm kernel oil are all being imported at the 
present time in very much greater volume than during 1950. This is in spite 
of the fact that imports of copra and coconut oil were greater during the year 
1950 than any other year in our history with four exceptions: (1) During 1928 
when prices were attractive, just preceding the world-wide depression and (2) 
again in 1933 at the depth of the depression when the whole price structure was 
destroyed because of the perfectly tremendous volume of imports (imports ex- 
ceeded those in 1950, but at that time no babassu oil was available); (3) then 
there was a tremendous rush of imports in 1941, just preceding the Pearl Har- 
bor incident, (4) and again during 1947 after World War II when prices were 
very high. In other words, the price of coconut oil (preceding the imposition 
of excise and processing taxes) declined from 9.8 cents per pound in 1925 to an 
even 3 cents per pound in 1933. Imports of coconut oil had increased from 
408,626,000 pounds in 1925 to 764,610,000 pounds in 1933. This extra volume of 
imports undermined the whole price structure of literally all of the important 
fats and oils produced in the United States or imported, and led to the imposition 
of excise taxes on imports and also to the provision of processing taxes 

We are reaching that point again at the present time, since imports of coconut 
oil, including oil equivalent of copra exceeded 725 million pounds in 1950. 

As this statement is written, the Census Bureau has issued import statistics 
only for the first 4 months of 1951 (the figures for April were distributed on 
July 30, or 3 months after the close of April imports). 

Comparing imports during the first 4 months of 1951 with the corresponding 
months of 1950, it is to be noted that imports of copra have increased from 258 
million pounds in the first 4 months of 1950 to 368 million pounds for the first 
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4 months of this year. This is an increase of more than 100 million pounds, and 
might indicate an increase for the year of 300 million-400 million pounds. On 
this basis, imports of copra during 1951 would be the largest in the Nation’s 
history. 

But there was a corresponding increase in the imports of coconut oil extracted 
from copra in the Philippines and other countries where produced. Imports 
of coconut oil in that form amounted to 36 million pounds in the first 4 months 
of 1950, and 55 million pounds during the corresponding months of this year. 
Thus, the increase in the form of oil is as great as the increase in the form of 
copra. The same situation seems to exist in the case of palm oil. Imports have 
increased from about 7 million pounds during the first 4 months of 1950 to more 
than 21 million pounds during the first 4 months of this year. The same increase 
is to be noted in the case of palm kernel oil (very small quantities of palm nuts 
and kernels are imported in that form). In other words, palm oil and palm 
kernel oil are produced in the foreign countries Where the raw materials are 
produced. 

The detailed comparison for the 4 months being compared is shown in the 
following brief table: 





Net quantity (pound 4 months of 1950 and 1951 
: Palm nut Coconut - . Palm 
” und kernels oil Palm oil kernel oil 
1950—January . SU, 25D, S83 73. 54 10, 675, 456 2, 700 20, 651 
February M4, 320, 720 10, 728, 754 2, 263, 434 ’ oA 
March 5, 806, 772 7. 152,362 | 1,473. 055 
April 7 58, i84, 113 7, 104, 319 3, OSO, 939 
rotal, 4 months 257, 562, 187 23, 504 | 36, 343, 891 6, 820, 128 20, 651 
1951—January ; 104, 792, O70 10,880 18, 728, 400 3, BNO, 604 a 
February 115, 704, 616 10, 310, 740 6, 290, 269 3, 485, 500 
March 83, 073, 610 307 | 12,902,819 7, 377, 470 
|, == . #3, 242, IS2 12, 606, 414 5, 115, 436 
Total, 4 months : 367, 802, 478 11,277 | 54,638,373 | 22, 169, 869 $. 485, 300 


The above situation may largely account for the significant fact that while 
the Administration rolled back the price of inedible tallow and crease to 14 or 
15 cents per pound, with the idea of reducing raw material costs to large soup- 
manufacturing establishments and with the intention of bringing about a reduc- 
tion in price of soap to consumers, it is a fact that since the roll-back ceiling was 
established, the actual market price of domestic inedible tallow and grease has 
decreased more than 6 cents per pound below the Government ceilings. In the 
meantime, increasing quantities of tropical fats and oils are imported and prices 
continue to drop. 

(4) Although the short title of H. R. 1555 is “Customs Simplification Act 
of 1951,” it appears to the organization represented by the present witness that 
while all sections may have some beuring upen the problem of simplification, 
nonetheless many very important provisions seem to lie far outside of that 
expression and appear to make fundamental changes in liuws now on the statute 
books. 

Because apparently there are mnany features of the pending bill which have 
substantial merit and because this organization is in favor of every effort at 
Clarification or simplification and economy in administration, it is not our 
purpose to object to the passage of the bill as a whole as it seems to fall clearly 
within the provisions of section S of article I of the Constitution which charges 
Congress with the responsibility of regulating foreign trade, providing systems 
of customs duties, excise taxes, imposts and other forms of revenue, for the 
National Government, creating a monetary system including the determination 
of value in terms of foreign currencies, ete. We do believe, however, that if 
the pending bill is used as the basis for a new act of Congress, it should be 
modified in some extremely important aspects. We sugvest that a number of 
provisions contained in the pending bill should be oiitted and finally, that one 
or more new provisions should be added. 

As already noted, this organization wishes particularly to discuss the provi 
sions of article 25 of the pending bill and desires to reconimend at least one very 
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important amendment to the effect that even if the administration of processing 
taxes are transferred from the Bureau of Internal Revenue to the Customs 
Bureau this shall not carry with it authority to reduce the processing taxes 
through trade agreements procedures. It is not our intention to attempt to 
review all of the other provisions since we fully expect representatives of a 
considerable number of other organizations to each present the problems directly 
affecting them. 

Insofar as we have examined proposals which will be made by a number of 
organizations, we are in hearty accord with their recommendations for amend- 
ments or omissions of several sections. We desire to more definitely affirm our 
opposition to provisions in sections 2, 13, 14, and 20 because these direct) 
affect the industry which we represent as well as many other, if not most 
others, segments of American agriculture, industry, and labor. We believe 
that the changes proposed in these sections also would materially affect the 
amount of revenue which might otherwise be secured by the National Treasury 
and for that reason among others these sections should either be revised or 
omitted. 

We particularly oppose provisions of section 20 for this reason: that we believe 
that under the Constitution (art. I, see. S) it is the duty of the Congress to deter 
mine the value of American currency in terms of foreign currencies and we 
believe this must be done by an institution exclusively within the jurisdiction 
and within the power of our own Government and not subject to changes and 
differences involved if this power is delegated to any foreign agency, even 
such an agency as the Laternational Monetary Fund. It is true that the United 
States was active in the establishment of the International Fund, that we are 
active members and supporters and that we have contributed very largely to 
the finances of that agency, and finally, that our government has more than a 
single vote in passing upon activities of that agency. Nonetheless, the ques 
tion of ratio value of fereign currencies to the domestic monetary system of 
this country is of such tremendous importance that we feel that this delegation 
of power would not only be unconstitutional, but extremely unwise. Finally, 
we believe it should be pointed out that the present methods of procedure have 
worked wonderfully well during the long history of our Nation’s existence and 
especially since the organizing of the Federal Reserve System. While, there 
fore, we have \ high regard for the work and functions of the Internationa! 
Monetary Fund e are very definitely unwilling to approve any proposal te 
nbandon the tse i our own institutions or to vo contrary to what we believe 
to be clearly indicated in our constitutional system. 

Our major objection to provisions of sections 15 and 14 center around tw: 
major factors. First, under the present law we have in fact established a grea 
system of production of practically every known chemical of importance, Pricer 
to present provisions in the Tariff Act of 1922. the United States was largely, 
orone might almost say, practically completely dependent upon foreign countries 
Under the provisions of the Tariff Act, however, we have built up this magnificen! 
industry and it is perhaps the most important industry from the point of the 
national defense and the general welfare, not only from the standpoint of military 
supremacy but from the standpoint of medicine, pharmacy, insecticides, fungi 
cides, and a multitude of such modern developluents as synthetics, antibiotics, 
ete. 

‘the second major reason for objecting to these two sections and especially 
the one which abolishes the use of American selling price is that neither the 
Treasury, Department of State, Tariff Commission, Commerce Department, or 
any other department of the Government has brought forth a practical method 
of carrying out the provisions therein contained. 

There are other provisions of the pending bill which we believe should be 
given more critical study. Vhus in section 2 the word “materially” is to be 
inserted, Which it seems to us, changes the significance of the Antidumping Act 
which has been of untold value to the Government and people of the United 
States, since its adoption 30 years ago. Our suggestion would be that the 
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Congress would do well to refer back to the provisions recently adopted in H. R. 
1612 (Public Law 50, 82d Cong., ch. 141, Ist sess.). Section 7 of that act provides 
for escape from concessions granted in trade agreements whenever it is found 
that imports either “cause or threaten serious injury to the domestic industry 
producing like or directly competitive products.” It is believed that if the 
Antidumping Act is to be modified, a provision similar to that just quoted from 
the act above referred to should be included. 

It is believed that a number of other sections or provisions contained in 
H. R. 15385 have been included, not from the point of view of custom simplifica- 
tions, but for the purpose of bringing into the law a number of proposals which 
originally appeared in the so-called Habana Charter for an iniernational trade 
organization. When literally no country of any importance in the world took 
steps to adopt this charter, and even the Government of the United States per- 
manently laid it aside as undesirabie from various points of view, many of these 
same provisions were carried over into the General Agreements on Tariffs and 
Trade (GATT). These have now become a part of what is known as GATT, but 
which have no legislative sanetion in this country Insofar as the United 
States has joined GATT it has been with the understanding that many items 
were accepted only provisionally 

It is our judgment that the entire general agreement which is the basis for 
GATT should be critically examined by the Congress and whatever parts are 
desirable should be approved, while other parts should be rejected or disapproved 

In this connection we call attention to section 10 of Public Law 50 above 
referred to, Known as the Trade Agreements Act of 1151 Section 10° reads 
as follows: 

“See. 10. The enactment of this Act shall net be construed to determine or 
indicate the approval or disapproval by the Congress of the Executive Agreement 
known as the General Agreement on Tariffs and Trade.” 

It possibly would be wise statemanship to repeat the provisions of section 
10 just quoted as the concluding section of the pending bill, H.R. 1535. Other- 
Wise the people and the governmetts of some foreign countries might be led 
to believe that adoption of the Customs Simplification Act of 1951 was in fact 
a blanket approval of GATT 


Contrast of prices of coconut off and No, 1 inedible tallow, bu months, 1950 and 
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TABLE I1.—Jmports of copra and coconut oil—1921 to 1950, inclusive; prices o/ 
coconut oil and inedible tallow, contrasted 


{In thousands of pounds} 


' | | 
Copra imported | Total oil | Prices (cents per pound 
oe a oconut oil | imports 7” iin 


imported gt 
plus of Inedible tal- 
] 


| Oil equiva- as oil Coconut 
ow No. 1 


| 
| 
Ty | 
Total nent 8 from copra oil? 


306, 100 102, Sto 212, : | 405, 416 
200, 774 . 85S 2 370, OSS 
7,051 2%), 12 457, 172 

. 748 : 408, 626 

, 364 , 776 573, 140 

7, 380 273, 30% ono, GSU 

SHO 377,288 | 774,148 

681,477 

672, 142 

577, 900 

572, 437 

7M, 610 

55, GSS 

(42, 170 

574, 228 


71, 765 


249, 722 157, 325 230, 236 | 387, 561 
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499, 669 | 
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Oils valent calculated on basis of (3-percent oil extraction. 


2 Price riginally quoted have been adjusted to include the 3-cents-per-pound tax on first domestic 


processing 


Tasie Il.—F'ats and oils in soap industry, 1921 to 1950, inclusive: total all fats 
and oils used contrasted with use imported lauric acid oils 


{In thousands of pounds] 


uri ; am Be ‘ | Ratio of 
Laurie acid (quick lathering) oil | quick lath- 
used in I . we bad 
. | Coe ‘alm hass Tote total use 
soap Coconut keene! Babassu Total 


990, 5A1 194, 400 593 195, 010 | 
, 119, 381 237.7 685 238, 387 | 
. 195, 569 247 3, 287 271, 269 | 
$21. 411 260) 440 264, 440 | 
415.213 286) 5, O37 331, O37 | 
$85, 712 270 &3, 653 R59 | 
, 026, 142 334, 76 31,2 366, O13 | 
(04, 665 335 i SO, 57 385, 995 
O88, 41 34, 

Sy) Tiw) 

442, 231 


67 
», 898 
204. 000 
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TABLE II].—Hwtent of use of coconut oil for purposes other than in manufacture 
of soap, quantitics and percentages, 1931 to 1950, inclusive 


{In thousands of pounds] 


: Used ir Percenta 
Yea Total» | Used in | other 
product Soap Other 

1031 592, 684 340, 508 252, 18] 57.6 42.4 
1432 540, 515 853, 527 195, USS 64.35 35.7 
1933 5&3, 826 5 2 44.5 
lus4 SsY, 602 7.9 42.1 
1035 582, OUT ; HH. 5 
1936 2, 273 ) 17.0 
1937 425, S04 40.8 
1038 550, O17 62.4 37.6 
lusy 52u, 154 3 26 

1940 28, 200 7 24.9 
1941 637, 970 75.9 24.1 
1042 1s 1s 76.5 23.2 
1943 200, 39 71.0 24.0 
1044 199, 690 65.9 34.1 
144 147, 28 1 1.7 
1946 245, 312 62. ¢ 17.4 
1047 730, 455 70.0 30.0 
1048 601. 4 Gu 6 
viv " -| 551,94 1.2 4s. * 
1950 494, 324 2. 0 45.0 





! Does not include refining loss 
? Used in making other inedible products, fatty acids, and miscellaneous edible products 

The Crairman. You may proceed in your own way, Dr. Coulter. 

Dr. Covuvrer. Mr. Chairman, I would say this association, while 
interested in the entire problem of customs simplification and in favor 
of anything which is clearly customs simplification, and while espe- 
cially interested in such sections and articles as 13, 14, and 20, our 
major appearance is in connection with article 25, which provides for 
the transfer of processing taxes on various tropical vegetable oils 
from the separate processing-tax law which is now in operation to the 
status of customs duties. 

We are opposed to that transfer. 

We, first of all, can see nothing whereby it would be a matter of 
customs simplification. The Bureau of Internal Revenue has, since 
the processing-tax law was passed in 1934, administered it efliciently, 
carefully and competently, and the Bureau of Internal Revenue does 
udminister hundreds of other excise or processing taxes. It has all 
the machinery with which to do it, and transferring this item from 
the Bureau of Internal Revenue to the Customs Bureau would cer- 
tainly not be an indication of customs simplification. It would merely 
add a burdensome piece of work to the Customs Bureau for which 
they are not competent or qualified to perform. 

We can see in this suggested transfer merely a device to give the 
Customs Bureau and the State Department control over a very im- 
portant domestic law, the Processing Tax Act, which would in turn 
transfer jurisdiction in large measure over to the International Trade 
and Tariff Organization known as GATT. 

Mr. Jenkins. In view of the fact that Dr. Coulter has indicated 
he is not going to follow his text, I would like to bring out this faect— 
the volume of business which he represents. It seems to me that is 
worthy of note. 

On page 2 T notice that you say that you represent a number of 
people whose business runs into millions. TI think that is a very sig- 
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nificant fact, and it is a fact that this industry that you speak for 
handles and has to do with millions of dollars worth of goods that 
go through our ports. 

Dr. Couvrer. It is a fact that there are about 400 separate and 
almost all independent operating units scattered throughout 46 States; 
that they do produce at the present time ordinarily well over 2 billion 
pounds of inedible tallow and grease. The estimate for last vear was 
21, billion pounds. That was the official Government figure. 

In addition to that, they, of course, produce many joint products. 
For instance, the hides and skins of animals. They have a very large 
business in hides and skins, in ground bone meal and in protein feeds, 
dried blood and other products, in addition to the field of fats and 
oils, which is the major item covered by this bill, as already noted. 
The industry produces two and a quarter billion pounds of animal 
fats and oils annually. That is about equal to the amount of lard 
produced by the pork industry, and is very considerably more than 
the amount of butter produced in the United States. 

These three—butter, lard, and tallow and grease—combined pro- 
duce about 54% billion pounds of animal fats, which, of course, is more 
than the amount of total vegetable oils produced in this country. 

It is with these domestic animal fats and oils that the imported 
fats and oils are in direct competition. 

The original processing tax law was drafted very specifically to 
protect in a sense the domestic fats and oil industry—animal fats and 
of fats and oils, such as coconut oil, palm oil, palm kernel oil, and 
were coming into this market in such formidable quantities. In fact, 
at that time, 1953 and 1954, the imports were runing up into billions 
of pounds. 

The result of that was that the tropical fats and oils were displac- 
ing the domestic fats and oils in both food and nonfood production. 

The result of the world collapse in the underdeveloped areas, so- 
called, the tropical areas, the low-cost-of-living areas, was that the 
normal price of fats and oils, such as coconut oil, palm oil, palm-kernel 
oil, and tallow and grease was brought down from an average of about 
cents a pound toabout 3 cents a pound. 

In other words, the price collapsed on the imported products and 
only resulted in a vast increase in the imports, but reduced the price 
of all our domestic fats and oils by about 662, percent. That indi- 
cates the tremendous importance of this industry. 

As I say, the processing tax is imposed upon both imported coco- 
nut oil, or the copra from which it comes and upon palm-kernel oil and 
palm oil, and that tax is imposed even though those products are pro- 
duced inthe United States. It is a processing tax and has been in con- 
tinuous operation without change since May 1954. 

The Bureau of Internal Revenue is thoroughly equipped to handle 
it. It has handled it efficiently in the past. It has handled hundreds 
of other excise and processing taxes. It has the machinery throughout 
the country to do that in every community where internal revenue 
taxes are collected. To transfer this in order to make it a customs cuts 
must have for its purpose only one thing, and that is to transfer 
the administration of this processing over and to designate it as a 
customs duty, thus putting it in the control of the Customs Bureau. 
and that in turn would place it in the control of the international 
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agency which has been set up to control these matters, that is, the so- 
called GAAT, the general agreement which is convening, incidentally, 
this morning at this hour. 

As a matter of fact, this subject will probably be the principal sub- 
ject of debate and discussion by the 31 members of the GATT meeting 
of the members in Geneva this morning. They will protest against 
any action by the Government of the United States looking toward 
the control of fats and oils in international trade. 

Among other things, they will protest against the inclusion of the 
fats and oils in the Production Control Act, which was passed by 
the Congress some davs ago. 

Mr. Thorpe, who is the Assistant Secretary of State. reported 
duty at Geneva this morning as the chief delegate of the United States, 
and he appeared before the Senate Banking and Currency Committee 
last week protesting against continued control of the international 
movements of fats and oils and has made a special request that it be 
dropped from the Production Control Act. That is now a matier 
pending before the Senate Banking and Currene vy Committee. 

A letter from the Secret: uy of State is to the same effect. and the 
President included that in a special request for further modification of 
the production-control program. 

There are, I believe, at the present time 31 member countries, or 
members of GATT, and a two-thirds vote of that group is necessary 
to make changes in customs rules and regulations. In other words, 
we are apparently placing ourselves under the jurisdiction of the 
foreign agency which has as its definite purpose to prevent individual 
countries like the United States from regulating their own foreign 
trade. 

The National R: nde ‘rers Assoc li ition is concerned if that transfer 
should be made with the very special regulations which were a part of 
the ITO charter proposed for the Habana charter, and whic hare now 
4 part of the ve neral rules of GATT, that, amon o other thi nes. if Con 
eress should decide to Incorporate, let us say, tallow and grease, or 
domestic fats and oils, under some control arrangement— quotas, for 
nstance, as have b eh apphed in the case of sugar GATT Wow le 
overrule it and say that the United States cannot do that under 
GATT. Weare cee d by that international rule even though GATT 
has never been approved by the Congress. 

[In our particular case that would be all the more objectionable for 
the reason that they have a provision to the effect that if a quantitative 
system of control shoul | be adopted ana i reduction provide “ul fe rv the 
volume of imports, the United States automatically would be required 
to reduce domestic production pro rata on the same basis as imports 
were reduced. 

In other words, the position would be that the “surpluses are in all 
fats and oils, imported and domestic alike,” and therefore if you are 
vroing to reduce the qui: intity of imports | you must reduce tue qui uNitity 
of dlomest ic production pro rata, 

Well, in our case [ think every member of the committee can readily 
see that this is an impossible thing in the case of animal fats and oils, 

When cattle eat grass or other feed, they grow horns which are 
hone: they grow hides: they grow lean meat, but they also grow tal- 
low, and if we recover 2 billion pounds of tallow in an average year, 
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evidently that is the amount of tallow that the cattle put on their car- 
casses and is made available to the American people for all purposes— 
for the manufacture of soap and other articles. 

You cannot require each of the 6 million farmers to see that their 
cattle not eat so much grass, or not put on quite so much tallow, but 
to put on more hide or more horn, or more blood or more bone or 
more of something else. It is a physical impossibility to control the 
amount of tallow or other fats and oils aia animals produce when 
they eat feed ; and the same thing is true of lard. 

To say that the Government of the United States and Congress, if 
it should have an agricultural program and should regulate the quan- 
tity of imports of lard or of butter and cheese—and in our particular 
case, of caieen and grease—that we must reduce domestic production 
to the same amount would be the same as saying that when cattle are 
killed the tallow must be thrown away if the total amount exceeds 
the pro rata amount which we are to be permitted to produce and 
consume in the American market. The same thing would apply to 
lard. 

Now, in this particular instance, in this industry, it so happens 
that there are very vital factors involved. 

Members of the National Renderers Association are all licensed 
and under State and National Government inspection and control and 
regulation. Sanitary rules are applied and they must take charge of 
any animal—cattle, sheep, and so forth—that are killed by lightning, 
or that die of disease. They must attend to the sanitary require- 
ments. Cities are not allowed to dump the tallow and grease on dump 
piles where rats may accumulate and where disease may thrive. 

Hotels, restaurants, and eating places, and butcher shops are not 
allowed merely to dump the tallow and grease if they cannot market 
it, because they become sources of great cost. 

If all the tallow and grease were not collected and processed and 
made available to industry it would be necessary for the National 
Government, or the States or cities, to levy additional taxes amount- 
ing to hundreds of millions of dollars to supervise and control all the 
sanitary rules and regulations. 

Incidentally, the renderers buy the raw materials from the butcher 
shops and from all other sources, and therefore there is a very con- 
siderable source of revenue to the farmers for the tallow and grease 
and lard and so forth which is incident to the production of meat. 
That, in turn, makes it possible for the meat itself to be sold to the 
consumer at a slightly lower price. Consumers benefit by having the 
accumulation. The sanitary benetits are there. The producers have a 
benefit. The butcher shops, the hotels, the restaurants, and the rest 
have a benefit of income because when you stop to consider that two 
and a quarter billion pounds a year of tallow and grease are produced, 
you can see that it is a very important branch of the livestock indus- 
iry. And the livestock industry in turn is the market for all of the 
waste grass and weeds and pasture land; and, in rotation with other 
crops, the livestock fertilizes the farms and rotates the crops and in- 
creases the yields of other grains. So if you refer this matter to a great 
international bureau of philosophers and theorists, they are going 
to regulate our whole agricultural industry and you have ek over 
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to the Customs Bureau and to GATT a branch of American agricul- 
ture and American business, which we think would be unfortunate. 

For those general background reasons we are particularly opposed 
to article 23. We do not think it was put in there as a matter of cus- 
toms simplification. We think that it was put in there because, inci- 
dentally, parts of the fats and oils taxed are imported, but that does 
not mean that all are imported. The tax is imposed on any domestic 
production of the same material. We think that it is a device merely 
to take over by the United States customs organization and by GATT 
the branch of agricultural sanitation regulations which have, for so 
long and from the beginning, been in the hands of Internal Revenue. 

I said in the beginning that I quite agree with all the facts and 
figures used by Mr. Bell in his presentation because his data and mine 
practically come from the same Government sources. 

I call attention to another thing, however, and that is that if we 
make the American market in toto or largely dependent upon im- 
ported tropical fats and oils, we may find ourselves again in the 
situation in which we found ourselves during World War II. 

At that time imported coconut oil, or what we call the laurie acid 
group of oils—coconut oil, palm kernel oil, palm oil, and babassu— 
were used in the soap industry and supplied about 24 percent of all 
the fats and oils used by the soap industry. 

Mr. Bell stated that on the average the imported oils provided from 
5 to 25 percent. It isa fact that during the war years when we abso- 
lutely were cut off from foreign sources of coconut oil, the amount 
which the soap industry was able to get from stocks, or from a few 
special sources—some from Africa and some from Ceylon and some 
from other sources—the amount of laurie acid oils available was only 
about 5 percent of the oils used in the soap industry. 

In other words, when it came to a point of depending upon the 
foreign source we just could not get it. 

A year or two before the war the coconut oil, or the lauric-acid 
group of oils, provided 24 percent or more. So you will see there is 
that range, but the range is dependent upon foreign control. 

It is incidentally important to note that glycerin is a very important 
byproduct of these fats and oils, and in view of the fact that practi- 
cally all coconut oil was cut off and we were unable to get that par- 
ticular kind of oil, we were forced to go into the development. of 
synthetic glycerin for the Military Establishment. 

You know, of course, that glycerin is a very Important element in 
the manufacture of practically all of our important munitions. 

It is the same situation that we found ourselves in in rubber. We 
had to go into the development of synthetic rubber. 

In another case we were absolutely dependent upon Japan for nat- 
ural camphor. When they got an absolute monopoly on it we had 
to develop synthetic camphor. We were dependent entirely upon 
foreign sources for quinine, but when that got entirely ou of contro! 
we found it necessary through our medical research work to develop 
substitutes for quinine. 

So I call attention to the fact that when we turn the control of all! 
agricultural fats and oils over to an international ageney, we may 
find ourselves forced to go into synthetic production when the foreign 
groups get into control. , 
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We witness the fact now that a dozen countries have adopted 
communism and those governments may put the squeeze on us at 
any time. 

For instance, if China should become permanently a member of 
the Communist group, we will be deprived of a hundred million 
pounds of tung oil. We have been getting it for a hundred years 
from China. ‘That will be entirely within the hands of the Russian 
or Communist group. 

Again, with regard to countries that have not adopted communism, 
many of them have adopted something approaching it from certain 
points of view—that is, socialism, where the state controls and where 
the government operates all the contracts, and so forth. We will be 
entirely at their mercy. 

Incidentally that group of countries now controls, outside of the 
Philippines, a very large part of the production of tropical fats and 
oils. Belgium has the great Congo area and Holland still has a lot 
to say in the operation of Indonesia, which is another great area, 
sritain still has Cevlon and Malaya. And so on down the list. We 
would find ourselves at the merey then either of foreign communistic 
countries or foreign socialistic countries where the state not merely 
regulates but has absolute control of all foreign trade, and when those 
two do not have control they in turn set up cartels, either permis- 
sively or obligatorily, and the cartels in turn can allocate what 
countries are going to get what, when and where, and at what price. 

You can remember when the Ford automobile came out and labor 
ers were going to have automobiles and, wanting tires, the price of 
rubber was pushed up from 20 cents a pound to $1.20 a pound under 
the Stevenson Act. There are many other illustrations of that sort. 

We do not think it is desirable to place ourselves at the mercy of 
international agencies that can overrule us. 

At the present time it is practically said that we cannot control our 
trade with Czechoslovakia unless GATT agrees because Czechoslo 
vakia isa member of GATT. They are meeting there at Geneva this 
morning and they will put in their objections and may be able to con- 
trol a third of the votes that will be cast. 

In my statement at page 8 I stress the question of the use of coconut 
oil in edible products by the use of the word “are”; that these tropical 
oils “are” used in the manufacture of margarine, shortening, salad oils, 
dressings, and so forth. 

My attention has been called to the fact that during the last vear 
only about 12,000 pounds of coconut oil were used in the manufacture 
of margarine. I perhaps should have said that coconut oi] may be and 
has been, and may again be used in the manufacture of margarine as 
well as shortening, salad oils, dressings, and confections, because I cal! 
your attention to the fact that just a couple of years before this pro 
cessing tax was passed, which is now subject to article 23, 185 mil- 
lion pounds of coconut oil were used in the manufacture of margarine. 
and at that time the principal aid we had in getting this law passed 
was from the cotton growers, because the coconut oil was displac 
ing almost entirely the use of cottonseed oil in the making of 
margarine. 

So while it is true that when we got into the fix we did in World 
War IT, and when Congress put a 5-cent tax on the processing of coco- 
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nut oil, because of those two instances coconut oil fell off so far as mar- 
garine is concerned. As I say, the coconut oil provided 185 million 
pounds of the oils used in margarine at that time and could again 
displace cottonseed oil and soybean oil and corn oil and peanut oil 
at any time that we get into a new situation of that sort. 

Let me add this: Coconut oil is still used to the extent of probably 
as much as 25 million pounds of shortening. That is not disclosed 
in the Government reports. There are footnotes month after month, 
saying that the amount of coconut oil used for shortening is not dis- 
closed because it is desired not to disclose the separate operations of 
one or two manufacturing establishments. But it so happens that 
in two different months during last year there were three or more man- 
ufacturers of shortening who reported the use of coconut oil, and there- 
fore, that excuse was no longer prevailing, and the amount used in 
those 2 months is shown, and at that time in those 2 months they used 
between 216 and 3 million pounds, which would probably mean 50 
mullion pounds a year. 

Furthermore, for other food purposes last vear there were more than 
80 million pounds of coconut oil used, such as in salad dressings, in the 
confectionery field, and in the cooking field. That means, therefore, 
that upwards of 50 or 60 million pounds were used, 

Then there is a third place, and if you look up and find out how far 
this important material is replacing cottonseed oil, corn oil, peanut 
oil, and soybean oil, you will find that a considerable part of the coco- 
nut oll goes into what is called refining and the process of liydrogena- 
tion. Then you have a product which is called hydrogenated coconut 
oil. It is a fluffy white material, but the end product is not shown 
there, and when you inquire as to what the hydrogenated oil is used 
for, why, 90 percent of it you will find is used for either margarine, 
shortening, salad oils, or dressings, and so forth, so vou would have to 
add in probably 90 percent of the hydrogenated product in order to 
get a real picture of the sense in which these oils are used in the food 
industry today. I mention that for the reason that it is frequently 
said, “Oh, well, coconut oil is only used in soap.” 

Coconut oil is an edible oil which is used in this country now. It was 
used at an earlier date very much more and may be again, and I may 
add it is very, very largely used in European countries because all of 
the Western European countries have colonies or mandates where 
coconut oil, palm oil, palm kernel oil are very largely used. 

It is said that it is not quite fair to have the 3-cent tax on coconut oil, 
copra, or the first processing of copra, or on palm kernel oil and palm 
oil, when babassu comes in free. Babassu oil, or babassu kernels, or 
nuts from Brazil do enter free and they are “bound” on the free list in 
the trade agreements with Brazil and in GATT. 

It is not quite fair that this Latin-American oil, which is a replica of 
the others, should come in free. Therefore, the goal is to get the others 
in free also so that they will be in on the same basis as babassu. It 
may be that we should encourage the Latin-American countries to go 
on with babassu and continue to exclude them from the tax: or if we 
are going to give them all the same treatment, then perhaps the thing 
to do would be to put babassu under the same processing tax and put 
the same 3-cent tax on there. 

It is also said that it is not quite fair to put this 3-cent tax on 
the oil from coconuts, the copra oil, because the processing tax does not 





542 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


include the shredded coconut, and the desiccated and otherwise treated 
coconut. 

Last year, I believe, we imported something like 150 million pounds 
of shredded or desiccated coconut meats which was not subject to the 
tux because it was not pressed for oil. It was consumed in the con- 
fectionery and baking industries. 

I call your attention to the fact that in the Tariff Act of 1950 
shredded coconut and desiccated coconut and otherwise prepared coco- 
nut was subject to a tariff of 315 cents a pound except that com- 
ing from the Philippine Isles, The result is that last year about 15 
million pounds out of the 146 million pounds came from the Philip- 
pines because they were not taxed. The mere result of that is we 
were getting nearly 150 million pounds, but it was not subject to tax. 

Then L call your attention to the fact also that at Geneva GATT cut 
the duty on the shredded and desiccated coconut from 3516 cents a 
pound to 1%) cents. They made a 50-percent cut in that duty, and 
that is what they will do to this processing tax the minute they can 
their hands on it and turn it over to this foreign agency. 

I think in passing that I perhaps ought at least to mention this 
fact—that is probably nearly the end of this point—that this pro- 
cessing tax is also a revenue measure. This committee has labored 
long and in a very fine, statesmanlike manner to provide sources of 
revenue for the mutual defense of the world and for the maintenance 
of peace. This processing tax on coconut oil, palm oil, and palm- 
kernel oil has produced revenue through the Bureau of Internal Reve- 
nue as high as+ no pai 000 in a single year—almost exactly $30,000,000, 
That was its best yea 

Now, to throw th: oe: away, or toturn it over to an agency that is going 
to immediately write it off the books, thus removing the other aspects 
of it, looks to me like a reverse moton on the part of this commit- 
tee and would be on the part of the Congress. In fact, since it is a 
good source of revenue, it might be more logical to raise it from 3 
cents producing $30,000,000, to 5 cents, producing $50,000,000, and 
make it a round figure. 

A further point was made by Mr. Bell that at the beginning when 
this law was passed in May 1934 the revenue derived was paid over 
to the Philippines: therefore, we became the collectors of as much as 

$30,000.000 a vear imposed upon the copra and coconut oi) brought 
over here and refined, and therefore the Philippine Islands govern- 
ment did not have to collect that from the coconut growers of the 
Philippines. That istrue. We acted as collector for the Philippines 
and turned the money over to them. But when Philippine inde 
pendence was proclaimed on the Fourth of July 1946, they became in 
dependent and said, “We will collect our own taxes and run our own 
show.” and we provided that this processing tax should, from that 
date forward, go into the Treasury of the United States. So, since 
that date, July 4, 1946, the revenue has gone into our own Treasury. 

Now it is said since we are still supporting the Philippines and 
we are talking of furnishing them $50,000,000 a year, why not re- 
peal this and let them raise the money? TIT venture the suggestion 
that even if you repeal this, as suggested by Mr. Bell—which is a 
different suggestion than is carried in article 23—that the Philip- 
pines would still want the $50,000,000 through the ECA or point 4, 
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or other programs, and an equal amount from the mutual-defense 
program, and that the Treasury would merely be out $50,000,000 from 
a couple of different sources, and would also lose this as a source 
of revenue. 

I have mentioned the fact that there would be no simplification 
involved and it is a misnomer to include this in the Simplification 
Act. 

I will conclude with only one further reference, and that is, Mr. 
Bell gave the comittee some very valuable information on the sub- 
ject of synthetic detergents. If the tax of 5 cents were removed 
from coconut oil and that coconut oil could be sold cheaper to the 
soap industry, then the soap industry might in turn lower the price 
of soap and in so doing the synthetic detergent industry would not 
have quite so good a chance to develop synthetic detergents. 

Well, that is a chain of theoretical possibilities that I am not able 
to follow. 

I think that the pending bill can hardly go into the whole ques- 
tion of synthetic detergents involving, as it does, largely the question 
of benzine and sulphuric acid and other uses for fats and oils. Those 
—— are taking place continuously. If the soap industry loses 

. part of its market to synthetic detergents, then they will have 
to get either into the synthetic detergent business, or find something 
else better than the product now being made from benzine, or from 
a petroleum and sulphuric acid base. 

Furthermore, I doubt very much that even the repeal, the outright 
repeal of article 23, would result in the coconut oil industry becoming 
philanthropic from the standpoint of the American soap industry 
or the American consumer. I think that they would probably find 
ways to get back into the market and increase their share of oils and 
fats in the soap industry. 

Last year they furnished 15 percent, but a few vears back they 
were in there to the extent of 25 percent of all the oils and fats used 
in soap. 

That summarizes the most important points, Mr. Chairman. 

Mr. Reep. Dr. Coulter, it is your opinion, is it not, that articles 15, 
l4. and 20 should be omitted from H. R. 1535 4 

Dr. Coutrer. Very definitely. 

Mr. Reep. And article 25 ¢ 

Dr. Counrer. Yes. Article 15, IT think, is certainly not customs 
-implification. I think that it is just an attempt to write into this 
bill some things which GATT wants written im, and article 14, | 
think, is very, very bad. I may say that I am speaking there more 
because of my experience as a member of the Tariff Commission 
for a number of years. At that time the American selling-price 
method of procedure was thoroughly studied and we had a lot of 
experience with it. I think that we had a total of 135 cases of 
different commodities where it might have been applied had it been 
found applicable. We found it applicable in a few cases. Article 14 
applies particularly to the dyestuffs industry and other chemical 
where no other method as yet has been devised. 

I may say that I was chief economist for the Tariff Commission and 
chief statistician for the Tariff Commission at the time that was 
studied. I was also a member of the Tariff Commission for a number 
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of years and I served a year as a committee member on the Committee 
on ‘Reciprocity Information under Secretary Hull, so I have seen this 
in operation from all angles. 

I can see no way by which customs simplification can be brought 
about through article 14. I think it is like the antidumping provi- 
sion; it is a very strategic thing to have if you need to use it. It is 
also provided for, as you know, in section 336 of the tariff act, where 
the ‘Tariff Commission may apply the American selling price if the 
other methods do not prevail. 

Article 20 is equally bad, and worse than that now. It may have 
seemed like a good idea when it was written into this simplification 
bill a year and a half : ago. I at that time hesitated to question article 
20 too seriously. The purpose of it is to give to the International 
Monetary Fund the jurisdiction over exchange rates at which ad 
valorem rates of duty will be applied on imported goods, but the 
international Monetary Fund has not been able to bring any of the 
foreign countries under its effective jurisdiction. They have just been 
in session here for 2 weeks, and they have just adjourned with the 
frank acknowledgment that in the dim distant future they hope still 
to function, but the $8 billion is frozen there and is not functioning. 

Britain said at the end of the first 5 years next spring that they will 
not be able to turn control of the British exchange to the International 
Monetary Fund. In fact, they would be forced to withdraw from 
the fund if they were forced to comply. 

I would say that articles 13, 14, and 20 and article 23, by all odds, 
are the ones that | would most definitely criticize. 

I would say in closing this one thing: Since this is a woven mixture 
of GATT and some very good thoughts on matters of simplification, it 
would be wise for this committee to include as its final article in the 
bill, if they pass this and report it out, a provision identical with what 
was put in article 10 when you extended the Trade Agreements Act 2 
months ago. 

Mr. Reep. I think that you have a copy of it. 

Dr. Couvrer. Article 10 said: 

Enactment of this act shall not be construed to determine, or indicate, the 
approval or disapproval by the Congress of the executive agreement known as 
the general agreement of tariff and trade. 


Do not let yourselves get caught in a trap of thinking that all the 

foreign countries of the world will understand. Therefore, they are 

going to say, “Hurrah, customs simplification is now the law in the 

United States: now we can do as we please.” With 31 members, and 

we are just 1 of the 31 over there, we can sit back and twirl our thumbs 

and let our boys go to = and anything else and we cannot curtail 
t 


the trade and change the rules. They will be governing us. 

I would put in a section and say, “This does not mean that we have 
passed GATT.” 

Mr. Reep. That would not be as effective as just eliminating articles 
13. 14, and 20 and 23 

Dr. Courter. I chink that is true. 

Mr. Reep. If those are in I agree with you, that that clause ought 
to be in there so that it will be notice to the world that Congress 
itself has practically repudiated GATT and ITO. 
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Dr. Couurer. The President has withdrawn ITO as a fantastic pro- 
gram, much of which has some good ideals in it, but much of which 
was absolutely unworkable. 

Mr. Reep. Now, because you are a great expert on the tariff, under 
the tariff act, of course, the President has the power to raise the 
tariff on any article by 50 percent, if he sees fit to do so. 

Dr. Counrer. Yes. 

Mr. Reep. All right, but that has not been done, has it ? 

Dr. Coutrer. No. There have been almost, 4.900 commodities dealt 
with in trade agreements, including Geneva, Anesy, and Torquay con- 
ferences, and in every case the item has either been bound on the free 
list, or the tariff reduced, so it is not a flexible instrument. 

Mr. Reep. It is not workable anvway because the foreign nations 
would not permit it. They would oppose anything of that kind. 

Dr. Covuirer. That is true. The foreign countries can develop 
other devices than the tariff. 

Mr. Rrep. Exactly. 

Dr. Courrer. The tariff they have laid aside. They have said, 
“We will get all the concessions we can from the United States,” 
and they can go ahead through licenses, permits, exchange controls, 
quotas, and other devices and do their business in their own way. 

Mr. Reep. It is not workable anyway because the foreign nations 
simplification, you have no objection to that 4 

Dr. Courrrer. No, | have not. As a matter of fact, I think that there 
are quite a number of items that could be adjusted even by the 
Executive. 

Mr. Reep. Without all of this? 

Dr. Couurrr. Yes. Much of it does indicate an effort to simplify 
a number of procedures. There are individual items that I person- 
ally would not favor. Take article 2, the very first one. Why is 
it necessary to show material damage before you can apply your anti- 
dumping program? Ido not like that. 

Mr. Reep. There are many weaknesses in the so-called simplifica- 
tion provisions, are there not / 

Dr. Covurer. Yes, I think there are, but by and large I think there 
are some good features. 

Mr. Reep. You have made a very fine statement. 

Mr. Simpson. Dr. Coulter, with regard to this change that you 
spoke about on fats and oils, the plan would be to eliminate the proc- 
essing tax, or give the control of the processing tax to customs / 

Dr. Counrer. Article 23 provides for the giving of the control of 
it to customs, but Mr. Bell, another witness, has recommended or 
urged that it be repealed. 

Mr. Srveson. If customs had control of it under existing law, 
would it then be one of those items subject to State Department 
control with respect to trade agreements, and so on ¢ 

Dr. Counrer. [think so, although there is a paragraph in here that 
is confusing, and that is paragraph 5 of article 23. It is confusing 
because it says in case of transferring, and after putting the 
tariff on copra at the port of entry, and after transferring it and 
making it subject to a customs duty, it then says, “Provided, however, 
that this item be not placed under the jurisdiction of section 350 of 
the Tariff Act of 1930." That says that they will not be permitted 
toturn itovertoGATT. Well, [do not see how you can do that. 
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Mr. Stmpson. As it is now, from your understanding, is it in con- 
tradiction or in violation of any provision in GATT? Does it com- 
prise a tax of such a nature as to do violence to the promises made in 
the GATT agreements ? 

Dr. Coutrer. Well, GATT would certainly take jurisdiction over 
it and claim that it was contrary to the principles of GATT. 

Mr. Surson. Is not one of the purposes of GATT to remove the 
barriers to free trade? Is not that a part of the policy of the recip- 
rocal trade program on which GATT is founded ¢ 

Dr. Couurer. Yes, and they would like to see this reduced 50 per- 
cent, or removed. 

Mr. Stmrson. That is because it provides an internal limitation or 
restriction by way of a tax on the right of free trade, is that not so? 

Dr. Couurer. Yes, and that is why they want it removed. 

Mr. Simpson. That is one of the reasons they want this included in 
the customs simplification bill ¢ 

Dr. Couvrer. I think that is undoubtedly why it isin here. That is 
why I am unable to explain why they have put in this subsection 5, 
which I say seems to limit their jurisdiction, but I do not know how 
you would quarrel with them if they went ahead and found a way to 
get around it. 

Mr. Simpson. Now, Mr. Strackbein pointed out, as did a number 
of other witnesses in a number of different ways, that the passage of 
this Simplification Act, as presented, would indicate congressional 
agreement with regard to several factors of GATT—— 

Dr. Counrer. It is my understanding, as I have studied GATT, and 
I have not only studied it; I even went over to Europe myself and 
tried to attend the Annecy Conference after they had adopted GATT 
at the Geneva Conference, but was not able to get in, and I went over 
to England and fussed around and located Torquay, visited and studied 
the situation in about 15 countries there for several months, and it is 
perfectly clear that they just do not want us to have tariffs control. 
They want to have free access to this market. 

Mr. Simpson. We are one of the contracting parties in GATT, are 
we not ¢ 

Dr. Counrer. Yes. 

Mr. Simpson. We have not accepted it in the sense that it would be 
a final acceptance. 

Dr. Coutrer. Merely as an executive agreement. They call it a 
multilateral executive agreement. I think that there are many 
features in there that could not be supported in the face of our policy. 

Mr. Simpson. World-wide and all other nations accepted it pro- 
visionally ? 

Dr. Coutrer. Yes. They have accepted it provisionally, and fur- 
thermore, they all have escape clauses by which we cannot force them 
to accept it. 

Mr. Stmpson. But is it not understood that they are waiting to see 
what final action may be taken ? 

Dr. Couurer. They are waiting to see if we accept it. If we accept 
it, they will claim they understood that we accepted the whole of 
GATT. 

Mr. Simpson. We are not bound under GATT, of course, in those 
instances where agreements have been made and negotiated but are in 
opposition to our law ¢ 
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Dr. Couurer. That is true. 

Mr. Simpson. If we should change our law the coast would be clear 
then for proper administrative action to be made to give full accept- 
ance to GATT ¢ 

Dr. Covurer. The provisional feature would disappear and they 
would have full approval. 

Mr. Stmpson. As of today, where we want to change some provision 
in GATT, as for example, with respect to our wishes to eliminate 
trade with Czechoslovakia, we cannot act as a free and independent 
sovereign nation, can we ¢ 

Dr. Courter. No, and unless two-thirds of the 31 members approve, 
our merely requesting holding benefits from Czechoslovakia would 
be voted down. 

Mr. Simpson. With respect to Czechoslovakian trade, what have we 
done thus far with respect to the tax, and so on in the case of hats? 

Dr. Courter. In the case of hats, although Czechoslovakia certainly 
should not have been considered an important country in control 

Mr. Simpson. Pardon the Interruption. Nevertheless, they did 
become an important exporter, 

Dr. Courter. After we took cognizance under the escape clause and 
withdrew the 50 percent concessions which have been made in another 
trade agreement, we notified all of GATT. 

Mr. Srmpson. That is right. 

Dr. Coutrrr. And when it came to GATT, why, Czechoslovakia 
immediately protested that we had no right to do that. We could not 
operate under the escape clause and their protest was recognized by 
GATT and they set up a working party to study the matter to see if 
they could find some way to overcome——— 

Mr. Simpson. Has the working party completed its investigations 
and filed a report ¢ 

Dr. Courter. I think not. I think they are still waiting to see 
what will happen at the meeting which has been called to order this 
morning. 

Mr. Stmrson. The United States was asked in that working party 
report to restore the concessions withdrawn in whole or in part just 
us soon as it was reasonably clear that the withdrawal was no longet 
justified ¢ 

Dr. Courter. That is right. 

Mr. Srupson. And the information I have is that the United States 
was not condemned outright, but by implication we were censured 
for protecting the interests of our people in this country to make hats. 
My point is that we cannot act as a sovereign nation even though we 
have not accepted GATT in its entirety, or permanently. 

Dr. Couvrer. The thing is held up and held up and they assume 
that they have jurisdiction. 

Mr. Smurson. Now, we are brought into this general political ques- 
tion of dealing with countries behind the iron curtain. That political 
consideration cannot seemingly take precedence over our limitations 
under GATT unless we are willing to get out of GATT entirely. In 
other words, we are bound by the wishes of two-thirds of these 31 
countries ? 

Dr. Couurer. There is a provision in the Trade Agreements Act, 
the original act, and it is still in the Trade Agreements Act, that the 
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President may withhold concessions in the case of any individual 
country which has discriminated against the trade of the United 
States. 

Mr. Simpson. But if he exercises that authority that conceivably 
is in violation of the principles of GATT? 

Dr. Covuvrer. It is. 

Mr. Srwpson. And that is exactly why, as I read the accounts in the 
papers of yesterday, that Mr. Thorpe, who is one of our representa- 
tives, went over to Europe, and one of the principal subjects will be 
how he can salve over this objection on the part of Czechoslovakia 
and others to our exercise of the right of withdrawing concessions 
from Czechoslovakia, 

Dr. Counrer. They have ways to withdraw to avoid meeting our 
concessions, and they will have control over our whole administration, 

Mr. Simpson. Do you believe that we can take final action, with 
respect to this hat problem in Czechoslovakia without the approval 
of two-thirds of the nations involved, consistent with our agreements 
under GATT ¢ 

Dr. Couurrer. No; it would not be consistent. 

Mr. Stmrson. In other words, if these other countries should see 
fit to adopt what I am told are the recommendations of the working 
party. that we do not withdraw those concessions to Czechoslovakia 
finally but do it on a temporary basis, and if we follow that course, 
we are at the mercy of two-thirds of the 31 countries? 

Dr. Couurer. That is right. 

Mr. Stimpson. Was GATT intended originally as a stopgap? It 
was not to be permanent é 

Dr. Counrer. That was the hope of those who were formulating it, 
undoubtedly. 

Mr. Stwrson. That is still their hope in the long run é 

Dr. Coutrer. Well, for the time being the President and the Secre- 
tary of State have withdrawn the idea of the ITO charter entirely, 
and apparently they are not anxious for the Congress to really seruti- 
nize GATT in detail. 

Mr. Simpson. That was going to be my next question. What would 
the normal procedure have been with respect to gaining approval of 
GATT, and what was contemplated originally ? 

Dr. Couvrer. Well, it certainly should have come to this committee. 
The Constitution in article 1, section 8, says that the Congress shall 
regulate the trade of the United States with foreign countries. 

Mr. Stmeson. Was it contemplated at one time that GATT would 
be brought to us. or not / 

Dr. Courrer. It was intended to bring GATT to you. 

Mr. Stimpson. Well, that was subsequently changed. 

Dr. Courrer. Well, not this committee but another committee of 
the Hlouse took charge of it when it did reach the Congress. The 
Committee on Foreign Affairs held extensive hearings, did it not ? 

Mr. Simeson. But it was withdrawn, I understand. 

Dr. Couurer. After the hearings had been carried on for a matter 
of weeks or months and a tremendous body of information gathered, 
including a tremendous amount of opposition, why, it was laid aside. 
I think that was during the last Congress. Therefore, it is not now 
before this Congress. 
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Mr. Stwpson. We were told just recently, I believe by Mr. Strack 
bein and others, that with the approval of these several others there 
would be no obstacle in the way of adopting GATT administratively 
—with the adoption of these matters discussed in the simplification 
bill which are in opposition to our law at the present time. 

Dr. Couvrer. Well, 1 think the provisional phase would disappear 
and I think the President would take the position that these were 
general executive agreements, bilateral, multilateral, that fell within 
the Trade Agreements Act and might proclaim full adherence to 
GATT. 

Mr. Stmpson. And in that event, there would be the same effect as 
though it had gone on through the Congress ¢ 

Dr. Couurer. Yes. I do not know how the Congress would Oo 
about saying that it would have to be submitted as a treaty to the 
Senate or be passed upon by both Houses unless you included a 
‘aveat that this shall not be interpreted as the approval of GATT. 

Mr. Simpson. Do you believe that the purpose of the simplification 
bill are closely alhed with the approval of GATT ¢ 

Dr. Couttrer. That is my impression. 

Mr. Simpson. Do you think that is the right way to do it? 

Dr. Coutrer. No, I think the forthright way would have been 
to have brought in the points on which we were in conflict, such as the 
matter of antitrust laws versus cartels, and putting the facts before 
the Congress and saying: “Do we want to go into that in full force?” 

Mr. Simpson. If this matter on fats and oils is changed, as they ask, 
and if it does come within the State Department’s authority to nego- 
tiate, and if it is not negotiated for, on whom would the financial loss 
involved fallé Would it not fall upon the farmers ¢ 

Dr. Courter. In part, ves. The first thing, of course, would be a 
loss of revenue in the amount of $15 million a year. 

Mr. Simvson. To the Treasury. 

Dr. Couvrrer. To the Treasury. 

The second would be the loss to the farmers. It would undermine 
their market for all of these major products which have an oil base, 
and a third would be a loss to the processors up along the line—the 
butcher shops and stores—and it would ultimately mean a loss to 
the consumers because they would not get the benefit of the lower 
price for their meats which now obviously follow because of the 
salvage of one billion worth of these products. 

Mr. Simpson. Certainly anyone interested in preserving the income 
of the farmer would be opposed to a change of this nature, would he 
not ¢ 

Dr. Coutrer. Absolutely. 

Mr. Simpson. Why would the processing tax be put on in the first 
place—to keep it out of the hands of the State Department ? 

Dr. Couurer. That was one of the things that was in mind, although 
it is hard to trace that. It was passed, as you know, in May of 1934, 
and the Trade Agreements Act was passed in June 1934, and there 
were some who thought that under the Trade Agreements Act, which 
was a follow-up, they would have jurisdiction over these as excise 
taxes. Attorneys General have ruled otherwise, that they have no 
such jurisdiction. j 
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Mr. Srmeson. A tax levied by Congress is permanent and cannot 
be changed administratively, and the farmers have asked that it would 
not be changed unless Congress so directed. 

Dr. Couurer. At that time, 1934, the Congress was applying the 
principle of the processing tax for other purposes. For instance, on 
cotton, corn, wheat, tobacco, and rice. This was an adaptation of the 
general program of processing taxes, and then when the Supreme 
Court declared unconstitutional the general processing tax on domes- 
tic commodities where the revenues were to be turned over to another 
agency to be distributed in a certain way, the law was changed to the 
Conservation Act. That was a separate law. Now it has been said 
erroneously that the other processing tax applied only to domestic 
products. 

I call your attention to the fact that it applied in its application 
to not only cotton, corn, wheat, tobacco, and rice, but you may recall 
that since the processing tax on cotton resulted in a loss of the market 
for cotton and the development of paper bags and burlap bags instead 
of cotton bags, they then began to impose the processing tax on paper 
bags, containers, and on burlap, and so they found themselves levying 
the processing tax on foreign products which were imported. 

Mr. Srupson. I would suggest that the farm organizations look 
into this pretty carefully, and I think if they would get together on 
this they would appear in opposition to it because it could cost them 
millions of dollars. 

Dr. Counrer. That is what I think. 

Mr. Curtis. Dr. Coulter, with regard to section 23 of the bill, was 
that recommended by this management firm that surveyed the Cus- 
toms Bureau, the McKenzie Co. ¢ 

Dr. Coutrrr. It was my impression that this was not included, but 
there are very voluminous reports that have never been made available 
for the public eye to inspect. It is my understanding that they do 
not include this and where it came from I do not know. How it got 
in there I do not know. 

The CHainman. We thank you, Dr. Coulter, for your appearance 
and the information you have given the committee. 

The committee will recess until 2 o'clock this afternoon. 


AFTERNOON SESSION 


(The hearing reconvened at 2 p. m., upon the expiration of the 
recess. ) 

The Cnarmman. The committee will be in order. 

Mr. Curtis. Mr. Chairman ? 

The Ciamman. Mr. Curtis. 

Mr. Curris. Inasmuch as the gentleman from Pennsylvania, Mr. 
Simpson, expressed his intention to raise the point of order if there 
was not a quorum here—— 

Mr. Mason. Not unless the House was in session. 

The Cuarrman. Do you raise the point of order? 

Mr. Curtis. It was my understanding that that was the intention of 
Mr. Simpson. Now, I do raise it, but if I am in error about that, I 
shall be glad to withdraw it. 

Mr. Simpson can be contacted. 

Mr. Kine. He said it was all right. 
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Mr. Curtis. I will withdraw the point of order. 

The Cuarrman. Very well. It can be made later. 

We will call the first witness, Mr. John Breckinridge, of Washing- 
ton, D. C., on behalf of the dehydrated onion and garlic industry and 
edible tree-nut industry. 

Will you please give your name and your address and the capacity 
in which you appear, Mr. Breckinridge ¢ 


STATEMENT OF JOHN BRECKINRIDGE, WASHINGTON, D. C., ON 
BEHALF OF THE WEST COAST CITRUS FRUIT AND TREE-NUT 
INDUSTRIES 


Mr. Breckinrince. Mr. Chairman, my name is John Breckinridge, 
an attorney with the firm of Pope, Ballard & Loos. The schedule 
here has my appearance slightly misstated. Originally I was sched- 
uled to appear for the west coast citrus fruit and tree-nut groups and 
Mr. Hume was scheduled to appear for the dehydrated onion and 
garlic industry. 

The Cuaiman. About how much time do you think you will need ? 

Mr. Breckinrince. I do not have a prepared statement, Mr. Chair- 
man. It is difficult tosay. [expect I will need about 30 to 40 minutes. 
| have to testify for two different groups. They are so different that 
I cannot testify for them at one time, so I will have to make separate 
statements. 

The Cuarrman. I trust that you can make it in 30 minutes, if you 
will. 

You may proceed. 

Mr. Brecktnringe. | am appearing here on behalf of four groups 
of west coast producers of citrus fruits and edible tree nuts which are 
almonds, filberts, and walnuts. These groups are farmers cooperative 
marketing associations which handle well over half of these products 
produced on the west coast. They are the California Fruit Growers 
Exchange, which produces and handles citrus fruits: the California 
Walnut Growers Association, which handles the production and 
marketing of walnuts: the Northwest Nut Growers of Dundee, 
Oreg., which handles the production and marketing of filberts as 
well as walnuts in the States of Washington and Oregon, and the 
California Almond Growers Exchange, which handles the production 
and marketing of almonds in the State of California where all of 
the almonds of the United States are produced. We are opposed to 
the adoption of this so-called customs simplification bill in whole or 
in part, because we do not believe it is what it is purported to be. 
It is essentially an effort to enact into law through the back door, the 
(reneral Agreement on Tariffs and Trades and the charter for an 
international trade organization. 

I believe past testimony here has adequately demonstrated this, 
and I need not belabor the point at this time, except (o quote two 
phrases from the Treasury Department’s own analysis of the bill. 

On page 3 of the Treasury Department analysis, they say this: 

Some of the provisions contained in this bill parallel certain of the customs 
administrative provisions of the charter of the International Trade Organiza- 
tion which is now before the Congress for consideration. 
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This bill was drafted and the analysis was prepared during the last 
session of the Congress, and at that time the ITO was before Congress 
for adoption and the House Foreign Affairs Committee held hearings 
thereon, but took no action. 

Since that time, the administration has announced its intention of 
withdrawing the ITO charter from Congress and, at the same time, 
they announced their intention of accomplishing substantially the 
same objectives through a strengthening of the General Agreement on 
Tariffs and Trade, the provisions of which are substantially the same. 

With respect to GATT the Treasury analysis says this on page 4: 

In general, passage of these same amendments would enable this government 
to make fully effective the administrative provisions of the General Agreement 
on Tariffs and Trade, which is now being applied in the United States on a 
provisional basis. 

I think it is appropriate to quote also what the Tariff Commission 
had to say on this same subject in its analysis of this bill, prepared 
June 5, 1950. On page | of that analysis, they say : 

Some of the provisions of the bill would make changes in the United States 
customs laws which would bring the statutes affected into accord with certain 
provisions of the General Agreement ou Tariffs and Trade (hereinafter referred 
to as GATT). The pertinent provisions of GATT are not definitely effective, 
and cannot be made so until after appropriate legislation; the enactment of the 
amendments proposed in H. R. 8304— 

Which was the same as the bill now before this committee— 
would make it possible for the United States definitively to accept the GATT. 


I think that adequately demonstrates that the prevailing and pre- 
dominant purpose of this bill is to definitively apply the general regu- 
latory provisions of the General Agreement on Tariffs and Trade 
which are substantially the same as those provisions in the ITO, 
which to date this Congress has wisely refused to accept. 

In this respect I would also like to endorse the statements made to 
this committee by Mr. O. R. Strackbein of the National Labor-Man- 
agement Committee on Foreign Trade Policy, and of Mr. Anthony 
of the American Tariff League. 

Aside from whether tie provisions of this bill are mere simplifica- 
tion of customs procedure, or whether they are major substantive 
changes in our customs laws, I think it is necessary to decide in our 
own minds before approaching the bill, what the purpose of our tariff 
act and customs laws are. 

There are two bases on which tariffs and various customs provisions 
can be justified ; one, as revenue measures, and the other, as protective 
measures to protect domestic industries. 

I think there is one principle on which most groups concerned with 
foreign trade could agree, and that is that we no longer look at our 
tariff laws as revenue measures, but as a measure to protect domestic 
industries. 

Now, depending on how you look at the purpose of our customs 
laws, it would make a lot of difference as to what is simplification and 
What is not simplification. 

One of the basic faults or falacies of this bill, other than the rela- 
tionship to [TO and GATT is that many of the amendments approach 
our customs laws as revenue measures rather than protective measures, 
and many of them are supposedly justified as being substantial sim- 
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plifications without materially affecting the revenue obtainable. No 
attention is given to the effect or protection offered American pro- 
ducers. 

Also, we must look at the tariff act as to whether it is designed for 
the benefit of American producers, or whether it is designed for the 
henefit of foreign exporters and American importers. Here, again, 
| think it is clear that the tariff act and the many subsidiary pro- 
visions of our customs laws are designed, and certainly should be 
designed, for the protection of American producers: not for revenue 
purposes or for the benefit of the importers. 

This bill, as is shown in the Treasury Department’s own analysis, 
definitely does not approach the bill with proper purpose or objective 
inmind. I would like again to read from Treasury’s analysis on page 
». There they speak of the Customs Administrative Act of 1938, and 
they go on to say as follows: 

Since that time many changes have occurred in industry and commerce, and 
the Customs Simplification Act of 1950 
Which is the same as this bill of 1951— 
will modernize the administrative and procedural laws— 

And I emphasize the following— 


in accordance with the objective of giving improved service to the importing 
public at the least possible cost to the taxpayer. 

Now, nowhere in the bill, and nowhere in the Treasury Depart- 
ment analysis is any mention made of the interest of the American 
producers in these tariff rates and various subsidiary laws. 

I think it is also important to note the manner in which this law 
was gotten together. First, it was drafted in early 1948 and 1949, 
W _ it was still assumed that we would have an International Trade 
Organization. And if this committee looked into the groups who 
we amsenaaine in drafting this bill, they would find that they were pri- 
marily importers organizations, exporters, and other groups pri- 
marily interested in increasing imports into the United States. 

I think the committee would find that no substantial groups inter 
ested in the American ery such as the National Grange, the 
(American Tariff League, the National Labor-Management Commit 
tee on Foreign Trade Policy, or other similar organizations, were con 
sulted. 

The provisions of the bill are also basically bad in that they tend 
to place upon the American producer the burden of proof when he 
feels that Imports are coming in to his disadvantage and contrary to 
the law and the intent of the Congress. This, I think, is fundamen- 
tally wrong, in the light of our Constitution. 

Our Constitution makes importation a privilege, and not a right. 

places complete control of foreign trade exclusively in the hands 

of the Congress. Thus, when a question arises as to the appropriate- 

ness of importation at a particular rate, or under a particular classi 

fication, the burden of proof that that importation or that rate meets 
the provisions of law should be upon the American importer, or upon 
the foreign exporter, rather than the American producer. 

I think we also must analyze the bill in the light of the existing 
administration policy toward the effeet of imports on American 
producers. That policy has been clearly demonstrated to be such 
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that the administration encourages the increase of imports, regard- 
less of their effect on American producers, and advocates that such 
American producers as might be injured by such imports should be 
put on Government relief. 

Now, that is a pretty serious statement. I made it previously be- 
fore the Senate Finance Committee in connection with the recent 
Trade Agreements Extension Act of 1951—H. R. 1612—and I was 
challenged. In response to a question of a member of the committee, 
| prepared a documentation of the statement of the administration 
policy made by Secretary of State Acheson, and at that time Admin- 
istrator of ECA, Mr. Hoffman. 

I would like to submit that statement for inclusion in the record, 
und here | would like merely to read briefly from certain extracts from 
the record of those hearings. 

Mr. Coorrer. What does that statement before the Senate Finance 
committee in connection with the Trade Agreements Extension Act 
have to do with this bill? 

Mr. Breckinriper. It is not a statement before the Senate Finance 
Committee. What I am referring to is my documentation of state- 
ments of Secretary of State Acheson and ECA Administrator Mr. 
Hoffman, as to the policy of this administration, concerning the effect 
of imports on American producers. 

This is not a part of my statement made before the Senate Finance 
Committee. The statements | refer to are statements made by Mr. 
Acheson and Mr. Hoffman in February of 1950. 

The Cuamman. Did you have something you wished to insert in 
the record ¢ 

Mr. Breckinriwce. Yes, sir. 

The Cnamman. Will you identify that, please. 

Mr. Breckinringce, Yes, sir. 

Extracts of statements of Secretary of State Acheson and Mr. [Lott 
man before the Foreign Aifairs Committees of the House and of the 
Senate, in connection with the ECA appropriation in 1950, 

The Cuatrman. Is there objection to placing it in the record ¢ 

The Chair hears none. 

It is so ordered. 

(The material referred to is as follows :) 


STATEMENT BY JOHN BRECKINRIDGE IN RESPONSE TO THE REQUEST OF SENATOR 
Kerr THat He DocuMENTED His REFERENCE TO A STATEMENT BY SECRETARY 0! 
STATE ACHESON 


My statement about which Senator Kerr asked was as follows: 

“That they [the State Department] do make decisions that this industry can 
be limited or put on direct relief. We felt the direct impact of what Senator 
Acheson—Secretary of State Acheson—stated, in effect, to a commiitee in the 
last year and a half in connection with ECA that: we must recognize that 
industries will be injured by these increased imports and to the extent that 
they are we will put them on direct relief” (p. 1371 of the hearing transcript ) 

| was referring to the combined effect or sense of the statements of Secretary 
of State Acheson and the ECA Administrator Hoffman made before a joint 
session of the Senate Foreign Relations Committee and the House Foreign 
Affairs Committee on February 21, 1950, when those committees were con 
sidering the extension of the European recovery program (H. R. 7378). [T was 
referring to the administration policy enunciated in these statements and in 
their answers to questions by members of the committee on February 21, 195'), 
through February 23, 1950. 
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Mr. Hoffman appeared before the committee first and the following is quoted 
from his direct statement beginning at page 6 of House committee printed 
record: 

“To help the OFEC countries increase their dollar earnings, ECA is setting 
up a staff of export trade counselors in Paris. ECA has also urged that ap- 
propriate incentives be offered to European exporters to encourage them to 
seek sales in the dollar area. Within the United States we must more actively 
assist the European effort to earn dollars. It is our hope as a result of all 
these activities that sales of goods to the dollar areas may be increased within 
the next 2 years by several hundred million dollars. 

“ECA has been subjected to some criticism because of its encouragement of 
increased European exports to the United States, because, it is charged, such 
increase exports will compete unfairly with domestically produced goods. <A 
percentage of exports to the United States which contributes to Europe's dollar 
earnings are noncompetitive in character. A most liberal estimate of the volume 
of competitive goods that Europe could sell in the United States, even in the 
year 1953, would be less than a billion and a quarter dollars. This billion and 
a quarter dollars should be measured against the total production of goods in 
the United States or more than $140 billion. Clearly the absorption of any such 
amount of competitive goods could not have any appreciable effect upon our 
total economy. True, this new competition would create problems in a few 
localities—competition always does; but if there must be some relief in the 
situation, I suggest that it be given directly.” (Utalies supplied.) 

In response to questioning by committee members, Mr. Hoffman made the 
following statements, beginning at page 67 of the Senate committee printed 
record: 

“Senator Lopée. In observing that to make the western nations self-supporting, 
by closing the so-called dollar gap, said doliar gap being the amount in dollars 
which the European countries must now be given through the Marshall plan, 
is it not true that, broadly speaking, there are four ways of closing the dollar 
gap ?— 

“1. By continuing Marshall-plan aid indefinitely ; 

“2. By decreasing our exports: 
>. By developing replacements for imports from the dollar area; and 
By increasing their imports. 

“Mr. HorrMan. Correct. 

“Senator Lopsce. Which of these courses do you believe to be most feasible? 

“Mr. HorrmMan. I think from every standpoint the most feasible and desirable 
in the long pull, of course, is increasing imports into the United States so we 
ean level off trade at a fairly high basis.” 

Beginning at page 62 of the Senate committee printed record : 

“Senator Grorce. As | understand your statement of yesterday, you spoke 
of increasing exports, among other things, to the dollar areas, which presumably 
means the United States. 

“Mr. HorrMan. Yes, sir. 

“Senator Grorce. Now, you cannot anymore concentrate on imports into this 
area with safety than you could concentrate on exports of particular goods and 
products out of the United States into Western Europe; could you, if I made 
myself clear? 

“Mr. HorrMan. I think, if | understand your question, my observation is this: 
that there is sueh a lack of balance today, between exports from the United 
States and imports into the United States, that temporarily I do think we have 
to put the major emphasis on trying to get the Europeans to produce and offer to 
us the kind of goods we are willing to buy. 

“Senator Grorce. But it is the general volume that you are trying to increase 
in imports? 

“Mr. HorrMan. That is right, and get balance. 

“Senator Grorcre. With respect to articles and products here that might 
actually need and could show the need of protection, do you think reliance 
could be placed on the Congress? 

“Mr. HloreMAN. Surely 

“Senator Grorce. To take care of that situation? 

“Mr. HorrMan. Yes, sir.” 

Beginning at page 122 of the Senate committee printed record : 

“Senator Lover. I would like to ask one more question. On page 6 of your 
statement yesterday you said, Mr. Hoffman, in speaking of competition: “True, 
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this new competition would create problems in a few localities—-conpetition 
always does: but, if there must be some relief in ths situation, I suggest that 
it be given directly. 

“Did you have any specific recommendation in mind? 

“Mr. HorrmMay. No: IT did not. 

“Senator Lopor. Any specific system or device? 

“Mr. HorrMaN. No other than this: I think that that is a part of a general 
problem, that a free economy—lI don’t think that we-—I think that we must safe 
guard workers against the impact and rapid technological changes that beset 
Inost productive work today, against the impact of any change that might 
come about through a very liberal import policy. I don’t think the problem 
has quite the proportions one is inclined to give it. I happen to have been in 
business for a good many years and have one business that, because of the 
character of the industry, the things we were making 15 vears ago, if we were 
still making them, we would be out of business. We have to shift our line 
about three times to accommodate ourselves to the changed conditions of the 
industry. 

“Senator Loper. I appreciate the force of that observation, and I don’t think 
that the power of the Government ought to be used to protect inefficient man- 
agement. I agree with that. On the other hand, the idea that ‘We are for for- 
eign trade and imports and the devil take the hindmost and never mind who we 
ruin’ that isn’t a sensible policy either, is it? 

“Mr. HoremMan. No; I feel that there are ways if we study the situation. In 
the first place, Tr would not happen overnight. As I said yesterday, the volume 
of imports is so low. Compared to the total production of goods in our coun 
try, I used the figure of a million and a quarter, and I assure you that that is 
a very eXtravagant figure of the total amount of competitive imports that can 
come into the United States from Europe, even by 1953, and that simply cannot 
have, as against an economy that produces $140 billion a year, much of an 
impact. It can pinpoint here and there and hurt a few small businesses. That 
is realized. | don't think we want to just disrecard the impact a change might 
have on workers. I think there has got to be time when tariffs—they have them 
now, and Tam not suggesting there should be a sudden change of tariff policy. 
We have a Tariff Commission that I presume gives due consideration to the 
impact in a given industry, of a given change in the tariffs, and I think the 
thing can come about gradually, but | don't think we have to worry to the 
point where 

“Senator Lopce. Well, you said ‘relief’; that ‘if there must be some relief. 

“Mr. HorrMan. I used a bad word. 

“Senator Lopar. What? 

“Mr. HorrmMan. | probably used the wrong word. 

“Senator Lopck. You don’t mean there should be a tariff increase for those 
situations? 

“Mr. HorrMan. No. 

“Senator Lopée. Just what did you mean when you said ‘If there must be 
some relief in this situation’? Can yon illustrate that? 

“Mr. HorrmMan. Tam talking about unemployment compensation. We have it 
now. Take for example—— 

“Senator Lopce. That is not a very rosy prospect to a man who has lost his 
job. 

“Mr. Horrman. All right, supplement——— 

“Senator Lopér. What we would like, what the people want in this country, 
as you well know, they don’t want relief, but they want work. 

“Mr. HorpmMan. What I was thinking about, let’s just take an extreme case 
where a town is a one-industry town, and some import did come in that affected 
that plant, and for some reason they couldn't shift to something that would 
be available here, all of which | think is highly problematical. 

“Senator Lopeér. But those towns do exist. 

“Mr. Horrman. All right, they do exist, and at this town there you would 
have a preblem all right. I think twe things ought to happen: That you ought 
if necessary to extend the operation of unemployment-compensation insurance 
for longer periods, and you ought to set up in that town a program of job training 
so that people could shift into new jobs. You might want to set up a program 
of management training so that management could, if necessary, be stimulated to 
use the production facilities for something that could be sold. This idea that we 
have certain industries and they are stable does not square with the facts at al! 
We have one of the most continual shiftings possible in our economy, in the impor 
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tance of given industries. There is a continual change. Those who do not adapt 
themselves and follow those changes cannot be protected, you just cannot do it. 

“Senator Lopar. Granting that, when you say ‘management training, would 
that be a program in which the Government would participate? 

“Mr. HorrMan. I would certainly think you could probably draw on local 
resources for it. At the same time | would have no great objection, if this thing 
ever because that kind of a problem, to having the Government participate in a 
training program. It would not be necessary, in my opinion.” 

Secretary of State Acheson made his direct statement to the joint committee 
on the morning of February 21, 1950. The following is quoted trom pages 14 
and 15 of Tlouse committee printed record : 

“Mr. Hoffman has recited to you the magnificent record of European production 
over the past 2 years He has also stressed the need for bringing about condt- 
tions under which Lurope can sell enough products and servicers to us and the 
rest of the worid so that she can stand on her own feet fo solve this problem 
requires further strenuous action both on our part and on the part of the 
countries participating in the program. 

“The Europeans must not only erpand their productive capacities but must, 
through greater effcicnen, through lower costs and improved marketing methods, 
improve the competitive position of their products in the markets of the United 
States and the rest of the world” [Utalies supplied. ] 

Secretary of State Acheson returned to the House committee for cross-examina- 
tion on the afternoon of February 21 and to the Senate committee on February 
23, and in response to questions by members of the committee, made the following 
statements, beginning at page 155 of the Senate committee printed record: 

“Senator Surru. There was some discussion yesterday, Mr. Secretary, of the 
whole question of exports from Europe to the United States and the effeet on 
our industries here, and | am wondering what your thought is on the question 
of not making certain industries that have heretofore been protected by tariffs, 
suffer the impact of that shift of policy, if we have to have a shift of policy, 
which, as you know, I have supported in the past, of letting more foreign goods 
into this country to give the foreign countries a chance to get dollars by their own 
sales tous. Is there any way by which we can think in terms of alleviating the 
condition? Take, for instance, the textile industry, in which my State has a large 
representation. Does the textile industry * * * have to be one of the ones 
which will suffer from that policy ? 

“Secretary ACHESON. Senator, I think that the situation which will be con- 
fronting us in 1952, and which will be increasingly confronting us between now 
and then, will require the very deepest study of all American foreign economic 
policy and domestic economic policy. It seems very clear that if you are going 
to keep the economic strength of the free world at a level which it must attain 
if it is going to be strong and virile, we must greatly increase our imports. That 
is the only way which you can substitute earned dollars for gift dollars. 

“Now that goes to the very roots of many things which we have considered 
fundamental in the past, and I think we have got to go into those as a matter of 
highest national importance in the country, with the Congress and the executive 
branch studying these questions and making up our minds about them in the 
next 2 years 

“Senator SMITH * * Tam wondering whether we have any thinking 
along the line of protecting those industries that have been hitherto protected 
and which have to carry the burden of this change-over, if we suddenly say we 
are going to reduce tariffs all down the line. 

“Secretary AcHESON. I have no preliminary point of view on that I just 
think we have to study the whole question and come up with the best answer we 
ean.” [Italies supplied. ] 

Beginning at page 22 of the House committee printed record : 

“Mr. Marrow. There is one other question, Mr. Chairman. The point was 
made this morning that in order to close the dollar gap it is necessary for us to 
take more imports Vow, as a practical matter, it would seem to me that this is 
going to be exceedingly dificult. L wonder if you would comment on the question 
of bringing more imports into the United States, 

“Mr. AcnkEson. 7 think if will be extremely dificult. The steps we still have 
to take will be very substantial steps. As we take those, they will cause difficulty 
and hardships of one sort or another to some groups in the United States. That 
would seem to me, as this matter is studied, to be a problem of concern to the 
Gorernment. I do not think we should say, ‘Well, we must do it and the chips 
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will have to fall where they fall, and whoever suffers will have to suffer.’ / 
should think it would be a matter of governmental concern to see that there is 
help in the adjustments to these new situations. 

. . * . 7 

“Mr. Marrow. Do I understand from that, Mr. Secretary, that you mean 
if we take more imports in the United States, and that certain industries are 
injured because those imports are brought in, that the Government must assist 
those industries? 

“Mr. AcHreson, I am not giving you a program, Mr. Marrow, and I really can 
do noe more than I have already done, which is to say that this is a responsibility 
of all of us represented in the Government. It is not enough to say, if there 
is a difficulty in some industry which became marginal, then the fate of the 
management and the investors and the workers is of no concern to all of us. 
It is of concern to all of us. Now, what we should do about it, I do not know, 
but I think we should be able to come to conclusions on that very rapidly. 

. * . * . 


> . 

“Mr. Marsow. The import question is the most serious? 

“Secretary Acueson, Jt is.” [Italics supplied.] 

These statements of Secretary of State Acheson and ECA Administrator 
Hotfman caused numerous comments in the newspapers and the following are 
yood examples of the general interpretation placed upon the statements made 
In the New York Times of February 23, Mr. Felix Belair, Jr., commented as 
follows upon the statements of Secretary Acheson and Administrator Hoffman 


“TARIFF PROTECTION INVOLVED 


“On the third point, Mr. Hoffman told the Senate committee that wiile all 
responsible officials agreed on the need to bring about a mass market in Western 
Europe, it was a question how far individual countries could move and how 
fast. 

“The difficulty there, he explained, was in depriving favored industries and 
labor unions generally of the special protection they had long enjoyed in the 
form of high tariffs and quantitative restrictions on imports. Although ulti 
mately all croups weuld benefit from integration, the problem was how to pla 
cate affected ecotmouic interests in the interim, 

“An apparent diverence of opinion between Mr. Hoffman and Dean Acheson 
Secretary of State, on the responsibility of Government for providing relief 
to industrial management sustaining injury from competitive importations from 
Europe was disclosed during his interrogations by Senator Lodge. 

“Mr. Hoffman sugcested that ‘all this concern’ over management's ability to 
accommodate itself to changing conditions was anything but complimentary to 
American business enterprise. He expressed confidence that management could 
and would make whatever shifts were indicated to promote a more liberal im 
port policy in the United States. 

“"If they don't, they would go out of business anyway,’ Mr. Hoffman added. 

“Secretary Acheson snagested before the House Foreion Affairs Committe: 
vesterday that it was definitely a responsibility of Government to provide relics 
for industrics hurt by increased imports from abroad, He was not prepared 
at the moment, he said, to prescribe any method of relief or to outline a program 
but he made it plain he had management as well as workers in mind. 

“Senator Lodve also had management in mind when he told Mr. Hoffman that 
‘a policy of “the devil take the hindmost” is not a sensible policy either.’ 

“Mr. Hoffman conceded the point but argued that the volume of imports, 
however greatly facilitated by Government policy, would be so small in relation 
to the Nation’s total output of goods that it would not be a major problem. 

“The ECA Administrator placed the probable rate of imports to total domesti« 
output in the order of $1,250,000,000 to $140,000,000,000," 

On February 24, 1950, Mr. O. R. Strackbein, chairman of the National Labor 
Management Committee on Foreign Trade Policy, issued a press release com 
menting on these statements of Secretary of State Acheson and ECA Adminis 
trator Hoffman. That press release was as follows: 


“STATEMENT OF O. R. STRACKBEIN, CHAIRMAN, THE NATIONAL LABpoR-MANAGEMENT 
COMMITTEE ON Foreign TRADE PoLicy 


“The recent testimony of the Secretary of State, Mr. Dean Acheson, and of 
Mr. Pau! Hoffman, Administrator of Economic Cooperation, before the Senate 
Foreign Relations Committee on the occasion of hearings to extend ECA for 
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another year, foreshadows the growth of ghost towns and ghost regions in 
our industrial centers. An untold number of our industries are to face the 
specter of liquidation. 

“In order to accommodate certain export industries, such as the large mass 
producers of automobiles, electrical equipment, machinery, and iron and steel 
products, a wide miscellany of smaller industries will be asked to absorb the 
competition of an additional billion dollars of imports from Europe. The 
industries that cannot stand such competition are to be thrown on relief. 

“The proposal is both astounding and shocking. It is hard to believe that it 
was advanced seriously. It is like asking my neighbor to burn down his house 
so that my mansion will not be disturbed. As compensation to my neighbor 
he could go on relief. 

“Mr. Hoffman stated that the probable adverse effects of the envisioned swollen 
flow of imports had been exaggerated. Unfortunately Mr. Hoffman is wrong. 
It would be a wonderful thing indeed if we could take another billion dollars 
of imports from Europe without causing unemployment here, heavy pressure 
on wages and prices, and without checking the flow of investment capital or 
chilling plans for plant expansion, 

“It would also be a welcome sensation to see prices come down if we did 
pot carry a national debt of over $250 billion, calling for over $5 billion a year 
in interest payments: if we did not pay out veterans benefits of an additional 
$5 or $6 billion: if we did not have national defense outlays of nearly $15 
billion more, and overseas obligations and commitments of nearly $5 billion. 
But so long as we have an annual budget of $40 billion we need a national income 
of well over $200 billion and we cannot maintain this if the general price level 
drops very much. How Mr. Hoffman would manipulate his imports without 
breaking prices, he does not say. 

“Mr. Acheson's plan of cutting our tariff in a third round would be designed to 
facilitate Mr. Hoffman's proposal. If we were still in a seller’s market we 
could look with equanimity upon these plans. That kind of a market is no 
longer with us, except in a few lines. While another billion dollars of imports 
could be brought into a seller’s market without causing a ripple, additional 
imports of an equal volume in a buyer’s market could bring down the economic 
roof on our heads. Then more than Mr. Hoffman's handful would go on relief 

“It would be the part of wisdom to get some facts before embarking on so 
drastic a change in the character of our aid to Europe There is ho more 
equitable way of distributing this aid than through general taxation, as we are 
now doing. Asking particular segments of the country to bear all the burden 
has no justification in good neighborliness, good conscience, or in sound public 
policy.” 

Again in the New York Times of March 19, 1950, Mr. Felix Belair, Jr., has 
the following to say about the position and policy of Secretary of State Acheson 
and ECA Administrator Hoffman concerning imports and effect upon American 
producers : 

“It goes without saying that if the ECA ean bring about an annual increase 
of $1 billion a year in imports from the Marshall plan countries, some of the 
less efficient producers here are going to feel the pinch. Some who cannot 
shift to other lines or cut costs may lose their market altogether 

“Mr. Hoffman replies that that’s business and what makes the United States 
the world’s most competitive market. He does not go along with those aho 
helieve with Dean Acheson, Secretary of State, that the Federal Government 
has a responsibility to those manufacturers who lose out as a result of the 
import program. 

“But being a realist, Vr. Hoffman knows that Congress will be asked sooner 
or later to provide relief for those injured by the impact of imports. He asks 
only that if there must be relief, it be of the “direct” variety. He believes 
that producers who cannot meet foreign competition here should make room 
for those who can, but should on no account be subsidized in their inefficiency.” 
[Italies supplied. ] 

From the above direct quotations from carefully considered and public state- 
ments of Secretary of State Acheson and the former ECA Administrator Hoffman, 
and even from Secretary Acheson's statements taken alene, there can be no 
question but that it definitely is the policy of Secretary Acheson, the policy 
of the State Department, and the policy of this administration to increase 
as fast as possible and without any regard for the effect upon American in 
dustries, particularly without regard for the effect upon relatively small Ameri 
can industries, except to the extent that such injured industries might be given 
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direct (unemployment compensation and supplements thereto) or indirect (sub- 
sidies) Government assistance, help, or relief. Both Mr. Acheson and Mr 
Hoffman were agreed, unequivocally, that we must greatly increase our imports 
and that, as I said in my original statement, “We must recognize that indus- 
tries will be injured by these increased imports.” 

The only point on which Mr, Acheson and Mr. Hoffman disagreed was whether 
the injured industries, which they both anticipate, should be given Government 
help or relief and, if so, in what form the Government relief should be. Mr 
Hoffman took the position that such injured industries should go out of busi- 
ness and be liquidated. Mr. Acheson took exception to Mr. Heffman’s position 
which he described as “Well, we must do it and the chips will have to fall where 
they fall, and whoever suffers will have to suffer.” Mr. Acheson took the 
position that it was definitely the responsibility of the Government to see 
that such injured or liquidated industries and their employees be helped or 
given relief by the Government in one form or another. Mr. Acheson also made 
it clear that he felt such Government relief should be given to the management 
and investors of the injured or liquidated industry as well as to its employees 
Mr. Hoffman said let the chips fall where they may but if any Government 
relief must necessarily be given let it be of the direct variety. He doseribed 
direct relief as unemployment insurance, possibly with supplements thereto 
He was definitely opposed to subsidizing an injured industry or one on the 
verge of going out of business because of increased imports. 

There can be no question but that the sense of Secretary of State Acheson's 
statements were, as I originally stated, that we must recognize that industries 
will be injured by these increased imports, and that to the extent that indus 
tries are so hurt we will put them on relief. 

There can be no question that that is the policy of Secretary Acheson, of the 
State Department, and of the administration and that such policy of injuring 
some industries by increased imports and putting them on relief is being imple- 
mented by the State Department through the trade agreements program and 
the continual reduction of import duties and by ECA in financing the production 
of foreign industries for shipment to the United States and throuch a large stat? 
set up in Paris for the specific purpose of educating foreign producers in the 
techniques (such as American preference, styles, standardization, marketing 
practices, and advertising practices) of increasing their exports to the United 
States, 

Senator George asked the following question of Mr. Hoffman when he was 
testifying before the Senate Foreign Relations Committee : 

“Senator Grorce. With respect to articles and products here that might actu 
ally need and could show the need of protection, you think reliance could be 
placed on the Congress? 

“Mr. HorrMan. Surely. 

“Senator Grorce. To take care of that situation? 

“Mr. Horrman. Yes, sir.” 

As Senator George suggested, we were only asking this committee and the 
Congress to take care of this very serious situation which has come upon the 
filbert industry and which has or will come upon many other industries in the 
United States as a result of increasing imports. We are only asking that this 
committee and the Congress to make possible an escape and provide certail 
safety valves before the trade agreements authority is extended—that the Con 
gress modify the Trade Agreements Act in such a way as to limit the blank-check 
authority of the State Department and make it possible for injured industries or 
industries threatened with injury to obtain relief through the mechanisms which 
have already been provided hy Congress such as section 22 of the AAA Act and 
section B68 of the Tariff Act of 1030, 

Mr. Hoffman and Secretary of State Acheson have made it abundantly cleat 
that no industry can expect to get any relief from the increasing imports fro: 
the administration. They have even suegested, as Mr Hoffman did to Senator 
George, that we go to Congress and ask for relief. That is what we are doing. 


The Cuarmman. When were the statements made? 
Mr. Breckrnriper. The statements were made in February of 1950. 
The Cuamman. Very well, you may proceed. 
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Mr. Brecktnrmeér. In Mr. Hoffman’s opening statement, he stressed 
the necessity of increasing imports into the United States in order to 
close the dollar gap, and following that he made this statement : 


True, this new competition would create problems in a few localities—compe- 
tition always does; but if there must be some relief in this situation I suggest 
that it be given directly. 


And then continuing with a question of Mr. Hoffman by Senator 
Lodge: 
Which of these courses do you believe to be most feasible? 


Senator Lodge was referring to various courses which Mr. Hoffman 
had enumerated which could be utilized to close the dollar gap. And 
the answer by Mr. Hoffman was: 


I think from every standpoint the most feasible and desirable in the long pull, 
of course, is increasing imports into the United States so we can level off trade 
at a fairly high basis. 


And Senator Lodge, continuing his questioning, asked : 


I would like to ask one more question. On page 6 of your statement vesterdays 
you said, Mr. Hoffman, in speaking of competition, “True, this new competition 
would create problems in a few localities —competition always does: but if there 
must be some relief in this situation, I suggest that it be given directly.” 

Did vou have any specific recommendation in mind? 

Mr. HorrMan. No: I did not 

Senator LopGe. Well, vou said, “relief.” that “if there must be some relie 

Mr. HorFMAN. I used a bad word. 

Senntor Lover. What? 

Mr. HorrMan. I probably used the wrong word. 

Senator Loper. You don’t mean there should be a tariff increase for those situ- 
ations? 

Mr. HorrMan. No. 

Senator LopGe. Just what did you mean when you said “If there must be some 
relie: in this situation,” can vou illustrate that? 

Mr. HoremMan. I am talking about unemployment compensation. We have it 
now. Take for example 

Senator Lopce. That is not a very rosy prospect to a man who hus lost his 
job. 

Mr. HorrmMan. All right, supplement 

Senator Loper. What we would like, what the people want in this country, as 
you well know, they don’t want relief, but they want work. 

Mr. HorrMan. What I was thinking about, let’s just take an extreme case 
where a town is a one-industry town, and some import did come in that affected 
that plant, and for some reason they couldn't shift to something that would be 
available here, all of which I think is highly problematical. 

Senator Lopére. But those towns do exist. 

Mr. HorFMAN. All right, they do exist and at this town, there you would have 
a problem all right. I think two things ought to happen, that you ought if 
necessary to extend the operation of unemployment compensation insurance 
for longer periods, and you ought to set up in that town a program of job train- 
ing so that people could shift into new jobs. You might want to set up a program 
of management training so that management could, if necessary, be stimulated 
to use the production facilities for something that could be sold. 


{ 
i 


Then Secretary of State Acheson made his direct statement and 
stated the following: 


Mr. Hoffman has recited to you the magnificent record of European production 
over the past 2 years. He has also stressed the need for bringing about condi- 
tions under which Europe can sell enough products and services to us and the 
rest of the world so that she can stand on her own feet. 
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The Europeans must not only expand their productive capacities, but must, 
through greater efliciency, through lower costs, and improved marketing 
methods, improve the competitive position of their products in the markets of 
the United States and the rest of the world. 

Then Mr. Marrow, in questioning Secretary Acheson, asked the 
following question : 

There is one other question, Mr. Chairman. The point was made this morning 
that in order to close the dollar gap it is necessary for us to take nore imports, 
Now, as a practical matter, it would seem to me that this is going to be exceed- 
ingly difficult. 1t wonder if you would comment on the question of bringing 
more imports into the United States. 

Mr. AcHeson. I think it will be extremely difficult. The steps we still have 
to take will be very substantial steps. As we take those, they will cause diffi- 
culty and hardships of one sort or another to some groups in the United States. 
That would seem to me as this matter is studied, to be a problem of concern 
to the Government. I do not think we should say, “Well, we must do it and 
the chips will have to fall where they fall, and whoever suffers will have to 
suffer.” 

Mr. Marrow. Do I understand from that, Mr. Secretary, that you mean if 
we take more imports in the United States, and ‘that certain industries are 
injured because those imports are brought in, that the Government must assist 


those industries? 
Mr. AcHrson. IT am not giving you a program, Mr. Marrow, and I really ean 


do no more than I have already done, which is to say that this is a responsibility 
of all of us represented in the Government. 

Mr. Marrow. The import question is the most serious, 

Mr. AcHESON. It is. 

Then Senator George, in questioning Mr. Hoffman, asked the 


following: 

With respect to articles and products here that might actually need and could 
show the need of protection, you think reliance could be placed on the Congress? 

Mr. HorrMan. Surely. 

Senator Grorce. To take care of that situation? 

Mr. HorrMan. Yes, sir. 

Mr. Reev. Mr. Breckenridge, if you will pardon the interruption, I 
came in late and you probably have identified that. Ts that testimony 
that happened before the Senate Finance Committee ¢ 

Mr. Brecexinrwer. No, sir; this was the testimony of Secretary 
Acheson and Mr. Hoffman before the Foreign Affairs Committees of 
the two Houses in connection with the ECA authorization in 1950, 

Mr. Reep. Do you have some specific date on that ? 

Mr. Brecxrnniver. T submitted a statement for the record which 
has the dates and the page references and everything. What I have 
read are merely excerpts. 

Mr. Reep. Thank you very much. 

Would you mind taking that document and telling me just what the 
date is there ¢ 

Mr. Brecxtnrwwer. The hearing started jointly before the House 
and the Senate Foreign Affairs Committees on February 21, 1950, and 
the following questioning occurred in the next 2 days. 

Mr. Reep. Thank you very much. 

Mr. Breckinripée. | wanted to refer to that and quote part of it 
because I think it is extremely important, in considering this bill, that 
we recognize the fact that the administration takes the view that we 
must increase imports regardless of the effect on American industries 
and to such extent as they may be injured or liquidated we can put 
them on Government relief. 
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Many of the provisions in this bill reduce, eliminate, or substan- 
tially weaken protective provisions designed to protect the American 
produc ers, and I think when an administration openly states that to 
be its policy we should take extreme caution in removing the safe- 
guards that we now have in our customs laws designed for the bene- 
fit of American producers. 

The Congress just this session has recognized that situation in the 
amendments it made to the Reciprocal Trade Agreements Act in the 
Extension Act of 1951. 

The policy of the Congress has been to provide more safeguards 
and more escapes from the injuries caused by the trade-agreements 
program, and other policies of the administration. 

If we do need a true modification of our customs laws, to provide 
true simplification in the administration and procedure as distin- 
vuished trom substantive and policy changes, 1 think the whole thing 
has been approached wrong by the administration. 

If this committee feels there is some need, and IT believe there is 
some justification for modifications which are truly simplifications 
of procedure, this committee has an agency set up for the sole purpose 
of advising it concerning the Tariff Act and various customs laws, and 
that agency is the Tariff Commission. 

In that respect [ would like to read to you what the Tariff Commis- 
sion said in its analysis of this bill: 

The need for modernizing and simplifying administrative and procedural 
provisions of the customs laws is not a recent discovery, and legislation toward 
that end has been jong overdue. It was in recognition of this need that the 
Tariff Commission, in 144, initinted a study of the customs administrative laws 
with a view to recommending to the Congress such changes as might be found to 
be desirable 

I would suggest, and our recommendation is, that this bill be 
dropped altogether, and that this committee, by resolution or other- 
wise, request the Tariff Commission to make a study, an impartial 
study, purely for the purpose of simplifying our customs procedure 
and not substantive changes. 

In addition, I think the committee should state to the Tariff Com- 
mission What the purpose of the Congress has been in enacting various 
tariff laws and customs laws; that is, they are designed for the protec- 
tion of the American producer. 

When approached in that respect it makes all the difference in the 
world as to coming up with recommendations for simplification. If 
itis designed for the benefit of the importer, the best simplification 
would be to repeal all of the customs laws, and let the imports come 
in free. 

But these Inws are designed for the protection of the American 
producers, and, consequently, they must be administered in that light, 
with the burden of proof of compliance being on the foreign ex (porter 

r the American importer, rather than on the American producer. 

Now, there are four provisions of the act which I want to comment 
on specifically, and which have, and could cause, serious injury to the 
producers for whom L am speaking here today. 

One is the Antidumping Act of 1921, which would be modified by 
section 2 of the bill. 
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The countervailing duty provision contained in section 303 of the 
Tariff Act of 1930, which would also be modified by section 2 of the 
bill. 

And there is the conversion of foreign currency for customs pur- 
poses which is dealt with in section 20 of the bill, and section 336 of 
the Tariff Act of 1930, which would be amended, and, to a great extent, 
nullified by section 14 (e) of the bill. 

In discussing these provisions, although I am stating the views of 
all of the groups I am speaking for, I will refer specifically to almonds 
and state our experience in two cases which we have had before the 
Treasury Department. 

Section 2 of the bill would amend the Antidumping Act of 1921 so 
that domestic producers must show material injury before relief could 
be obtained thereunder rather than mere injury as is now required, 

Now, the Antidumping Act was passed, as you know, in 1921, at a 
time when the American market was being made a dumping ground 
for the surpluses of the world, particularly the surpluses of agricul 
tural commodities. It provides that whenever a product is sold im 
the United States at below its fair value, a dumping duty shall be 
imposed equal to the difference between the fair value and the value 
at which it is entered, if an American industry is injured or retarded 
thereby. 

Now, the change in this bill would change it to require material 
injury. 

I suggest that in view of our experience with what this administra- 
tion considers injury, and what it does not consider injury, that this 
would be the same as repealing the entire provision. It would be 
much more honest if they did recommend the repeal. 

In the Tarif?! Commission analysis, Commissioner Gregg had the 
following to say about this change: 

Commissioner Gregg believes that the addition of the word “materially” as a 
qualification of “injury” to a domestic industry in the provisions of section 305 
of the Tariff Act of 1930 and in the Antidumping Act will weaken substantially 
the possibility of relief to domestic procedures from dumping or foreign bounties 
or grants 

The Treasury Department has a substantially different analysis of 
this, and in their analysis they say, speaking of the changes [ have 
just recited: 

These are mere clarifications and will result in no change in the law as it 
has been administered since its enactment. 

They have so seldom used the Antidumping Act that American 
industries have forgotten that it existed. 

Now, I will go on to relate our own experience. 

In the case of almonds, in 1948, the Spanish Government, through 
various means, subsidized and otherwise artificially encouraged the 
export of almonds to the United States, primarily, I presume, for 
the purpose of earning more dollars, On April 19, 1945, the domestiv 
almond industry filed a complaint with the Treasury Department con- 
tending that almonds were being dumped and requesting that a dump 
ing duty be imposed. That compl: iint started a preliminary investiga- 
tion by the customs officials in New York and they were sufficiently 
suspicious of the fact that dumping was being practiced by Spain 





SIMPLIFICATION OF CUSTOMS ADMINISTRATION 565 


that they withheld appraisments on all Spanish imports of almonds 
beginning May 7, 1948. 

Then they continued their investigation and found there actually 
to be dumping: that is, dumping in thie respect that the almonds were 
sold here in the United States market at below their fair value, and 
that was expressed in the official report of suspected dumping, and 
the finding of an actual dumping price on February 28, 1949. 

Then to comply with the other portion of the statute which requires 
that an industry must show injury—and this is mere injury, not mate- 
rial injury, as this bill modifies it—the Treasury Department started 
an investigation to determine whether or not such alicia dumped 
ymports might cause injury to our domestic almond industry. 

The previous eta grin concerning the price was conducted by 
the customs officials, but the injury investigation was to be handled 
for determination injury by the Office of International Finance in the 
Treasury Department—not in the Bureau of Customs. 

We had several conferences with that oflice and we were shocked 
to find that there was no set-up, not procedure whatsoever, or common 
understanding, as to how one goes about an investigation to cdeter- 
mine whether or not there ts injury. 

They talked about the matter with us when we went to see them. 
We asked for a public hearing so we could hear and cross-examine 
witnesses on the other side: namely, the importers, but they said they 
did not feel that a public hearing was needed. 

We submitted a brief to the Secretary of the Treasury on May 11, 
1949. From that time on, the Treasury Department sat on the case 
until November 15, 1950. at which time a final decision was rendered 


denying relief, with no explanation and no reason cited as to whiy 
relief was not granted. 

I would like to read to the committee what the Treasury Depart- 
ment said through Assistant Secretary of the Treasury, John 3S, 
Graham, on November 15, 1950: 


A thorough investigation of this matter has been made and from the facts 
developed the Department is satisfied that the factors necessary to establish 
a dumping finding do not exist. Accordingly, the United States Appraiser of 
Morehandise, New York, N. Y., has this date been autherized and directed to 
proceed with his appraisment reports covering almonds from Spain without 
regard to any question of dumping 

In other words, it took the Treasury Department almost 3 vears to 
come up with the answer “No,” after their own officials had already 
officially determined that almonds were being dumped in this market, 

That is with the “mere” requirement of injury. 

If this committee amends the law as the Treasury Department sug- 
vests to require “material” injury, [ submit it is the same as repealing 
it. It would be much more honest to repeal the whole statute. 

Whereas, if the committee refused to make the change, maybe it 
night reactivate the Treasury Department in administering this law 
so It can be used to protect American industries when the unfair-trade 
practice of dumping is used. 

The purpose of this Antidumping Act is primarily to discourage 
an unfair-trade practice the same as our Federal Trade Commission 
and various domestic laws condemn and prohibit unfair-trade prac 
tices among domestic producers and competitors. 
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Mr. Jenxtns. Mr. Chairman? 

The Cuamman,. Mr. Jenkins. 

Mr. Jenkins. How much was involved in value during this time 
when this decision was withheld? How much in commodity or in 
value ¢ 

Mr. Brecktnrmwer. The domestic producers produce about 40 mil 
lion to 50 million pounds of almonds a year, and the imports over the 
vears, average between 5 million to 10 million to 15 million pounds. 
The exact value I could not give you right offhand. But those im 
ports certainly have a profound effect, and an adverse effect on the 
marketing and return to American growers of their almonds. 

For the benefit of the committee, I would like to submit, not for 
the record, but to the committee for study, the brief which we sub 
mitted to the Secretary of the Treasury in this matter, in order that 
the committee can judge for itself whether or not there was injury, 
or threatened injury. 

Mr. Jenktns. Let me ask you what you are required to do? What 
do they say you must do in order to prove it ? 

Mr. Brecktnrmer. They do not say. They have no standard, no 
procedure; they have nothing. 

One of their means of ignoring the intent of Congress is simply 
not administering it. 

Mr. Jenxins. IT had a lawyer tell me once who was practicing be 
fore the department, that he had tried many times to get a case into 
court, but he never could get the right place, because they had no 
criterian, and had no decisions and had no formulas. They had noth 
ing. only they just held their hand up against it. Is that right? 

Mr. Brecktnriner. I believe that that is true. I think probably he 
was referring more to items which are in trade agreements, which 
procedure, to the extent of the trade agreements, prohibited a do 
mestie producer going to court if his commodity was not included in 
a trade agreement, 

But we could not go te court on this decision of the Secretary be 
cause the act gives him dise ‘retion. It says: “such investigation as the 
Secretary deems necessary. 

And the only basis on Which we could get into court would be to 
claim that his action in this ease was arbitrary and capricious and 
that would be very difficult, if not impossible. 

Mr. Jenkins. That is almost impossible. because the person who 
might pass on it might also be a person of capricious disposition, so 
that vou would not get anywhere. 

Mr. Breck: nripce. | submit to you it is unreasonable to take almost 
3 years in a case to decide; no, we cannot give you relief, without 
stating the reasons therefor. 

Now, since that time the almond industry has again been plagued 
by dumping, this time from Italy as well as from Spain. During the 
past marketing season the almond industry could not understand the 
ridiculously low prices at which almonds were coming in here, in 
view of the almond market in Italy and in ether foreign countries 
They were unable to get any information through our Government 
here. 

Two gentlemen of the California Almond Growers Exchange, Mr 
Bailey and Mr. Axer, made a trip to Europe themselves, and during 
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that trip they learned what was happening. Most of the Itahan 
almond exporters told them that they had paid to the Italian almond 
crower more for the almonds than they had exported them to the 
United States for. In endeavoring to find out how they could do 
that and make a profit they discovered that they were using various 
illegal exchange transactions and barter manipulations, all of which 
were illegal under the Italian law, but yet they were and are being 
lone. 

So they could sell the almonds in the United States at less than 
they paid for them in Italy and still make a profit through the ex- 
change and barter transactions. 

They made the profit on the exchange transactions. 

Now, as a result of that, we again filed a complaint under the Anti- 
dumping Act, with the Treasury Department, on June 28, 1951. 

And I would like to tile a copy of that complaint for the record. 


[t is not long. 
The Caiman. Without objection, that may be filed for the 


record. 
(The material referred to is as follows:) 


Re Antidumping Act of 1921. 
Mr. JoHN H. FLYNN, 
United States Appraiser of Merchandise, 
United States Customs Service, New York, N.Y: 

As general manager of the California Almond Growers Exchange, the under- 
signed respectfully requests that you issue a Notice of Suspected Dumping of 
almonds and a Notice of Withheld Appraisement with respect to almonds im- 
ported from Italy in accordance with the Antidumping Act of 1921 and the 
customs regulations issued by the Bureau of Customs pursuant thereto. Mr. 
Axer, our assistant sales manager, and I have just returned from a tour of 
investigation of the almond-producing and exporting areas of Italy and Sicily. 
the facts we discovered and set forth below present a prima facie case of 
dumping and fully justify a thorough investigation. Such an investigation will 
fully verify the fact of dumping. 

The California Almond Growers Exchange is a cooperative organization of over 
5,000 almond growers, producing and marketing approximately 70 percent of all 
the almonds grown in the United States. 

Because imports during the current 1950-51 crop year have been so heavy and 
so far in excess of imports during the previous crop year and because of reports 
from Italy that many almond exporters were engaging in illegal currency- 
exchange transactions, the California Almond Growers Exchange became sus- 
picious that almonds were being imported into the United States from Italy at 
below the going price in Italy and below the fair foreign market value within 
the meaning of the Antidumping Act of 1821. Being unable to obtain, in the 
United States, exact information as to the nature of the illegal exchange 
manipulations and other import-export transactions being utilized by the Italian 
almond exporters, the exchange decided to send two of its representatives to 
Italy to make an on-the-spot investigation. Early in June Mr. Axer and I went to 
Sicily and Italy, the principal almond-producing and exporting areas. We con- 
ducted a thorough investigation of the exact manner in which almond export 
transactions were carried on between the Italian exporters and American im- 
porters. Through discussions with many of the almond exporters in Italy, the 
principal fact developed by this investigation was that the bulk of the Italian 
almonds shipped to the United States during the current markct year were 
purchased by the Italian exporters from the Italian almond growers at prices 
ranging from 34,000 to 38,000 lire per 100 kilos. At the official rate of exchange 
of 624 lire per dollar, this translates to prices ranging from $54.84 to $61.30. To 
the Italian almond exporter, this cost of raw shelled almonds is only one element 
of the cost of production to which must be added a substantial amount to cover 
processing, grading, packing, transporting, ete. 

In the course of this investigation we were unable to determine an exact 
domestic market value for almonds in Italy, but from the above facts it is ap- 
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parent that the cost of production to the Italian exporters is substantially in 
excess of the raw-material prices ranging from $54.84 to $61.30. It is logical! 
to assume that the fair domestic market value in Italy is substantially above 
those figures. 

‘Lhe investigation also developed that these same almonds purchased from 
the Italian almond growers at the above-mentioned prices were sold to American 
importers at prices ranging from $51 to 354 per 100 kilos of unselected grades. 
These are the basic prices at which the bulk of the Italian almond imports were 
purchased by American importers during the 1950-51 marketing season. Prices 
for selected grades run higher but merely retlect extra cost differentials involved 
in processing and selecting. The relationship to costs or fair market value would 
approximately be the same. 

Thus it is apparent that the Italian exporter is selling his almonds to American 
at less than his cost of production and, beyond question, at less than their fair 
market value in Italy. The highest price of $54 per 100 kilos at which these 
almonds were sold to American importers is less than the lowest price of $54.54 
per 100 kilos paid by the Italian exporters to the Italian growers. This raw 
material cost to the Italian exporter is only a part of his total cost of pro- 
duction, which necessarily must be substantially higher than these figures, thus 
substantially widening the gap by which Italian production costs exceed the 
selling price to American importers. 

‘The above facts developed by our personal investigation, we believe, substanti 
ate our claim that Italian almonds are being dumped on the American market 
within the meaning of the Antidumping Act of 1921. The bulk of almonds 
imported into the United States during the current 1950-51 crop year have been 
sold to American importers at less than the cost of production in Italy. We 
believe that an appropriate investigation by the customs officials will abundantly 
substantiate these facts and justify action under the Antidumping Act of 1921 

‘ihe lirst question that might present itself is: How could the Italian ex 
porters possibly continue exporting almonds to the United States at a price 
less than the price they paid to the Italian growers for the raw almonds? Our 
investigation shows that the Italian exporters have been able to sell their 
almonds at a loss and make up the difference throngh various and devious 
illeval exchange and barter transactions involving other foreign countries as 
well as the United States. Although the mere fact that the Italian almonds 
have been sold in the United States at less than their cost of production to the 
exporter in Italy is suflicient to justify action under the Antidumping Act of 
121, we are attaching a report which we have prepared concerning the various 
eXchange and barter manipulat’ons which have made it possible for the Italian 
exporters to make a profit on their almond transactions even though they have 
sold them in the United States market at a loss. We are confident that an in 
vestigation by customs officials will verify these illegal import-export transac 
tions in almonds. More particularly, such an investigation will verify the fact 
that the Italian almonds have been sold to American importers at prices sub 
stantially below the fair foreign market value or cost of production to the 
Italian exporters, 

The very excessive imports of almonds into the United States, as a result of 
this dumping practice, have caused very serious injury to the American almond 
growers. During the current crop year (September 1950 April 1951) genera! 
iiports have totaled approximately 13,500,000 shelled pounds as compared with 
only 1,500,000 shelled pounds of imports during the last crop year of 1949-50 
As a result of these dumped imports, at prices substantially below domestic 
prices, the sale of American almonds has been practically negligible since Ja: 
uary 1951. The market at the present time is flooded with Italinn almonds and 
there is practically no activity in the market. Because of the dumped imports 
the Amer can growers are still holding approximately 25 percent of the tots! 
American production. In addition to this, the dumped Italian almonds have 
failed to move into consumer channels, and it is estimated that tere is current! 
a stock of four to five million pounds of imported almonds which will have to 
be carried into the new marketing scason which begins in September 1951, 

Obviously, the damage which has been done during the current crop year to 
American almond growers has been very serious. However, the principal ob 
jective of this application for an investigation is to prevent such dumping in 
the coming crop year and to prevent a recurrence of the very serious injury 
Whie') has occurred to American growers. It is anticipated that the American 
growers this year will have a near-record crop of approximately 40,000,000 
pounds, shelled basis. This production, together with the estimated carry-over 
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of 13,000,000 to 14,000,000 pounds will create a surplus in the market for the 1951- 
52 crop year. In all probability this surplus will have to be removed through the 
almond-marketing order issued by the Department of Agriculture and through 
a subsidized diversion of the surplus to noncompetitive channels. 

Thus, it is apparent that the American market will be in a surplus position 
during the current crop year and will be very sensitive to import competition. 
Under such conditions it is obvious that dumped imports would cause ex- 
traordinarily serious injury to the American growers. 

To summarize, we believe that the above-cited facts present a prima facie 
ease of the dumping of almonds in the American market by Italian exporters 
and that such dumped imports have and will cause very serious injury to Ameri- 
can producers. We ursently request that you immediately issue a “Notice of 
Suspected Dumping” ef almonds and ua “Notice of Withheld Appraisement” on 
all future almond imports from Itaiy pending vour investigation and final de- 
termination. We are confident that an investigation by customs officials will 
contrm the facts set forth above and will justify the imposition of a dumping 
duty under the Antidumping Act of 1921. Expeditious action is of particular 
necessity in this case because the near-record crop of American almonds will 
Ikgin moving to market early in September. To prevent serious injury to the 
American growers in the marketing of the 1951 crop, it will be essential to com- 
plete the investigation and take imal action early in September 

Thanking you in advance for your consideration and appropriate investiga- 
tion of this matter, I am 

Sincerely Yours, 
- —, Gene ral Manag r. 


ILLEGAL DEALINGS IN FOREIGN EXCHANGE 


Contraband currency manipulations by Italian and Sicilian importers and 
exporters had their beginning in 1947, when the Italian Government entered 
into barter agreements with a number of European and South American coun 
tries. The purpose was to stimulate foreign trade and circumvent the difficulties 
encountered in attempting to cousummate transactions with the unstable lire 
as a basis for payment. 

As an example of how the barter transaction worked: An exporter in Catania 
would obtain a license to ship 500 bales of shelled alimonds to Sweden in ex- 
change for a certain tonnage of wood pulp. He would then contact a manu- 
facturer who wanted the wood pulp and often times would tind the manufacturer 
willing to pay a premium in lire over and above the current official rate. This 
system offered a number of possibilities for maneuvering advantageous deals 
n foreign trade where profits were not necessarily realized from the original 
sale of merchandise but from the black-market premiums on foreign exchange. 
\s time passed these operations were enlarged upon, “refined” and extended 
to cover Inany commodities moving in the export-imiport trade, 

These operations reached their greatest height during the 1950-51 export 
season, when it was first brought to our attention in a letter from a corres- 
pondent at Palermo, Sicily, dated May 3, 1951. He said in part: 

“The export trade of Sicily and Apulia (Bari) almonds * * * is for the 
past few weeks at a standstill. A great panic eXists among the exporters of 
Sicily, Calabria, Naples, and Apulia. It has been discovered that the relevant 
rade for the United States was carried on in great part through irregular 

egotiation of dollars. At the moment of loading, the goods for the United 
States or Canada were declared for Cuba, Brazil, or Venezuela and their amount 
vas consequently negotiated in compensation (barter) at a very high rate 
f exchange. Falsified documents, viz: bills of lading and invoices were pro- 
duced only at the Italian customs office and regular sets of the same documents 
vere afterwards issued for the steamer agents. In this way the whole amount 
of dollars were concealed and negotiated through illegal channels at a rate 
of exchange exceeding 20 percent and as high as 30 percent above the official 

te. Other methods of fraud have been ascertained and the people who pur- 
chased abusively this currency have fled abroad in due time to avoid arrest 

“The fiscal police are now investigating the offices of the various almond ex- 
porters involved at Catania, Siracusa, Messina, Palermo, Reggio Calabria, 
Naples, and Bari * * *. All the leading exporters except two or three 
are involved and the amount of dollars illegally traded runs into several million 
with extreme damage to our economy.” 


87474—51——-37 
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United States importers, attracted by lower prices, facilitated these illegal 
operations by sending their letters of credit direct to the exporters, payable in 
New York City. With the letters of credit payable through Italian banks, these 
frauds would not have been possible, or at least the major ranks would not have 
permitted illegal use of the currency. 

On many occasions, when it was not possible to obtain false barter license, 
the goods were invoiced at a much lower price than established and United 
State importers remitted the lower prices officially and sent the difference in 
price by checks payable outside of Italy, which were exchanged at a very high 
premium rate on the black market. 

Both methods of operation. i. e., the fraudulent barter compensation deals 
and the “triangular exchange” manipulations, were carried on extensively unti! 
the two or three nonparticipating exporters found it impossible to do business 
on a competitive basis and issued protests cainst the Government agencies 
charged with regulating currency operations. 

To furnish another aspect of these illegal transactions a number of new 
companies were set up in Rome and other localities with pretentious import 
export names to front for the “behind the scenes” operators. They would obtain 
import licenses for large amounts and buy United States dollars at the official! 
rate. Instead of importing, these companies would sell the dollars at premium 
rates to black-market operators, Their own import licenses were in most cases 
covered by fraudulent import certificates issued by bribed officials. 

The amounts purchased by black-market operators were sent through illegal! 
channels to Brazil or some other country with which Italy had a barter agree 
ment. Coffee or other goods were then imported officially on a barter basis, 
which in turn furnished a new opportunity to export officially on a barter basis 
to one of the countries named but actually to the United States new quantities 
of almonds or other goods. Thus a continuous cycle was established. 

Since no barter arrangements are in effect between the United States and 
Italy, it is necessary for the exporter to apply to his bank to obtain a permit 
for shipping to the United States. This obligates him to turn over to the bank 
within 90) days the United States currency he receives in payment. For this 
reason the illegal operations are based on export licenses to barter countries 
while the goods in reality are destined to New York or other United States ports 

Personal investigations of this situation by exchange representatives in Italy 
revealed the fact that the consul general at Palermo, Mr. Altaffer, has been 
handed details of the matter by one of the nonparticipating exporters there, 
and that the consul is still “working on the story” and had not completed his 
report for transmittal to the Embassy at Rome as of Friday, June 22. The agri 
cultural attaché to the United States Embassy in Rome, Dr. Howard Cottom 
was not familiar with the matter, but contacted Pelarmo and learned that the 
story of the “import seandal” had appeared in the Rome daily newspaper, I) 
Tempo, on May 17 and 18, June 2 and 8. Copies were obtained and read by) 
Mr. Shearer of Dr. Cottom’s office and in these articles no specific mention was 
made of commodities in the export trade. 

Mr. Shearer then obtained official Italian statistics on exports for the period 
July 15, 1950, through May 1951. These statistics show a total of 3,097 quintals 
(310 long tons) of “dried fruits” exported to the United States, the bulk of which 
may be considered to include shelled almonds. This reference is contained on 
page 205 of Statistics del Commercio Con L’Estero (March 1951) for the firs! 
3 months of 1951. From July 15 to December 31, 1950, the official statistics show 
no exports of almonds to the United States. In April their statistics show ‘1 
tons to the United States and May, 1 ton. A total of 402 tons are officially show: 
as exported while United States imports show over 6,000 tons for this period 
Thus the extent to which almonds were used to manipulate in illegal foreign 
exchange is born out in these great discrepancies. 

A talk with Mr. Barrows and Mr. Fidel of ECA in Rome brought to light the 
fact that these gentlemen were somewhat familiar with these transactions and 
had sent a report to Washington headquarters of ECA. They promised that they 
would immediately launch further investigations and report their findings to 
Washington. 

Mr. Windsor Ives, commercial attaché at Rome, stated that official Italian 
figures in terms of United States dollar value of goods shipped to the United 
States last year are some $40,000,000 below the official United States impor 
figures in dollar value of merchandise from Italy. 
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Mr. Breckrnripér. This is a letter stating the grounds of the com- 
plaint, and also a report of the investigation concerning the illegal 
transactions, currency transactions, and barter deals engaged in by 
the Italian exporters which enabled them to dump these almonds in 
the American market at less than the price they paid for them. 

That complaint, as I said, was filed on June 28, 1951. 

Mr. Reep. Mr. Chairman ‘ 

The CuarrmMan. Mr. Reed. 

Mr. Reep. I wanted to say when you were speaking about the 
almonds being dumped, is it not a fact that it takes a very limited 
amount of an Import to break the market ¢ 

Mr. Breckrnriner. That is absolutely right, Congressman Reed. 
If you have what we might call a saturated market, a very small 
amount, 1 percent, even, can drop the bottom out of the whole market. 
Your whole crop is worth nothing more than your small amount of 
surplis. 

Mr. Reep. That has been sort of an escape that free traders have 
always used: “Well, it is only one-half percent or 1 percent of the 
entire production of the country.” 

You have just had a great flood out in Kansas, but that may be 
only a fraetion of 1 percent of all of the rainfall of the country at 
that time. But when it localizes the least bit, of course, immediately 
you have great damage and human suffering. 

We had the same thing when the Chinese eggs were coming in here, 
and also with butter coming in from Denmark. They would land 
it in New York and break the market clear across the country, al- 
though it might be only a small fraction of a percent, or 1 percent 
of the production of our own country. 

The CHatrman. In that connection, just what do you mean by 
“break the market” Do you mean it may lower the market below 
a reasonable price, or that it may break it down to where you practic- 
ally have no market? It looks as though if you broke the market 
too much the imports would fall off and there would be no induce- 
ment to export anything to this country. 

What do you mean by “breaking the market ?” 

Mr. Brecktnnrineér. I mean lowering it any degree below the going 
price m the American market, or whatever you want to eall it, a fair 
price, or any other fair price of agricultural commodities, which is 
usually referred to as a parity, being the fair price fixed by Congress. 

Now, the point, though, is that only a small amount of imports, 
which is insignificant to the foreign country, can break the market 
for our whole production, be it 1 cent or 50 cents a pound, or what- 
ever it is. It has a disproportionate effect on the marketing of the 
American crop. 

The CHamman. Do you mean a market below a reasonable price, 
or below what would be satisfactory to the American producers, 
which may not be producing sufficient to supply the American 
market ? 

I do not get exactly what you mean by “breaking the market.” 
lam asking for information. 

Mr. Breckinrivcr. I mean depressing the market, seriously de- 
pressing it. 
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You just stated that the American producers might not be pro- 
ducing sufficient to supply the market. In that case a reasonable 
amount of imports would not affect it, or break the price. At least 
it would not break it below parity. 

The Cuarmman. But any imports may affect the price, may they 
not ? 

Mr. Brecktnrince. Yes, sir. 

The Cuairman. If there is a shortage of domestic production, 
then any amount of imports would lower or would affect that short- 
age, would it not ¢ 

Mr. Brecktnriner. If there is a shortage, probably the imports 
may come in in substantial volume and not affect the price. 

Mr. Reep. Mr. Chairman. I do not want to take too much time, 
but I do want to bring this out a little further. 

The CHarrman. Mr. Reed. 

Mr. Reep. Some years ago, New Zealand was a great producer of 
butter. It has factories that they can shift from the making of cheese 
to butter almost overnight. They watch the markets on exportation 
and watch the price, and if they see that there is an opportunity to 
take advantage of a big price in New York or in San Francisco, they 
would then send a shipload over just as soon as they could and get the 
advantage of that price. 

Then if the market went down, of course, they did not go any 
further. They would take advantage of the top-level price and get it 
down as against the interests of the producers in this country. 

Mr. Breckinriner. I think that is frequently the case in any com- 
modity. 

The Cuamnan. I think you can see that the American consumer has 
2s much interest in the price as the American producer. They both 
have to be considered, do they not? And they both should be con- 
sidered. 

Mr. Breckrnrinée. I believe so; yes, sir. And I do not believe any 
body could complain about imports when the price is unreasonably 
high. If you take your agricultural commodities, let us assume that 
the price is above parity. The farmer would not have too much 
complaint, 

And nobody, I do not believe, agitates for creating a scarcity, 
through the Tariff Act. 

Mr. Stimpson. Mr. Chairman ¢ 

The Ciuarmman. Mr. Simpson. 

Mr. Simeson. Do I understand that your point is that the farmer 
will be hurt badly by the effect of this bill if it passes as introduced ‘ 

Mr. Breckinriper. Yes, sir. 

Generally, I mean, that is true. And TI was referring specifically 
here toa liberalization and an invitation to dumping by foreign cou 
tries that would definitely injure the American farmer. 

Mr. Stupvson. This would invite dumping, would it not, by having 
a price system where they could have an export value which was a lot 
less than the present method where they use the selling price in a 
foreign country ¢ 

Mr. Breckinripce. Yes, sir; I believe that is true. I was going to 
comment on that a little later on, concerning the effect of making the 
export price the exclusive basis of valuation and the effect that that 
might have on the dumping statute itself. 
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Mr. Stupson. Do you not believe thus far that foreign countries 
could sell their goods domestically at one price and have a cheaper 
or lower price or export price which would be the one on which we 
base it ? 

Mr. Breckrnrinér. That is correct. 

Mr. Simpson. Then it would prove of material damage before there 
would be any relief. You will agree that would work to the disad- 
vantage of the American farmer 

Mr. Brecktnrmer. Very definitely, sir. think that method of 
valuation reduces the instance of our protective tariffs all along the 
line. 

Mr. Simpson. Do you not think this is of sufficient importance to the 
farmers that the farm organizations should examine into it ¢ 

Mr. Breckrnringe. I think they definitely should, sir. I under- 
stood one or two of them have appeared or have submitted statements. 

Mr. Simpson. They have. 

Mr. Brecktnriper. | will say this: From my personal discussion 
with one or two of the farm organizations they found themselves so 
busy that they did not have time to analyze and realize what this bill 
had done. I think that is one of the reasons you find they have not 
appeared here more vigorously. 

Mr. Simpson. This. as I see it, is really a basic issue. 

Mr. Breckrnrincr. Very basic. 

Mr. Simprson. And could cost many millions of dollars to the 
farmer's income. 

Mr. Breckineiper. It certainly could. I think the farmer stands to 
vet hurt worse by this bill than any other group in the United States. 

Mr. Simpson. It is important legislation, and I anticipate they will 
continue to register their opposition, some of which was rendered last 
week by their organizations. 

Thank you, sir. 

Mr. Breckinnripce. In an effort to try to expedite this, I referred 
tothe recent complaint under the Dumping Act filed by the California 
Almond Growers Exchange on June 28, 1951. Considerable time has 
passed now and no action has been taken one way or the other. I think 
it IS particularly Important to note the change in pro ecdlure between 
what prevails now and what prevailed in 1948 when we filed our first 
complaint. 

At that time our customs officials—that is, of the Bureau of Cus 
toms—were free to determine whether or not there was a dumping 
price. This time when we filed a complaint IT went to New York, as 
I did before, to discuss the case with them, and they said, “Well, since 
the last case we have instructions from Washington that we can take 
no action without first clearing it through Washington.” 

In other words, they had their hands spanked a little bit for finding 
and reporting the truth in the last case, and this time were told not 
to do anything unless approved by Washington. 

As a result. no action has been taken. 

There is only one man in the Bureau of Customs here in Washington 
assigned to duties under the Antidumping Act, the Countervailing 
Duty Act, and other import-control provisions. | 

Shortly after we filed this complaint he was sick with appendicitis, 
and was out for some time. And we were repeatedly told during that 
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period that the Department had no other man to put on this case and 
we would just have to wait. 

I cite that as one of the means by which the administration, the 
Treasury Department, as distinguished from Customs officials, ignores 
this statute and the reason that it has fallen into disrepute and disuse 
by American producers. 

The American producers, often adversely affected by dumping. 
have no confidence in the administration using the provisions of this 
act, and consequently do not even ask for relief under it, because they 
know it would be a waste of time and money and effort. 

Now, I will refer only briefly, because the same principles are 
involved, to section 303, which is the countervailing-duty provision, 
That is section 303 of the Tariff Act of 1930. 

That act was designed primarily to protect the incidence of the 
various tariff rates provided in the tariff act. 

The Congress recognized that if we say that a rate on a certain com- 
modity is going to be 5 cents, a foreign country could nullify it by 
giving a subsidy on exports of 5 cents. 

So it was provided that when a government gives a grant or a bounty, 
on exports of commodities to the United States we shall impose an 
equivalent duty to be called a countervailing duty. 

In other words, to prevent them nullifying our tariff rates that is 
done. That statute now stands as mandatory if such a bounty or grant 
is given. The Secretary of the Treasury shall impose countervailing 
duties, 

This bill in section 2 would change that so that the countervailing 
duty could not be imposed unless a domestic industry could show that 
it had been materially injured thereby. 

Now, there is another important provision in that section, and that 
is section 2 (c) of the bill, and I will read what I am referring to, 
beginning at line 11, page 3: 

The exemption of any exported article or merchandise from a duty or tax 
imposed on like articles or merchandise when destined for consumption in the 
country of origin or exportation, or the refunding of such a duty or tax, shall 
not be deemed to constitute a payment or bestowal of a bounty or grant within 
the meaning of this section. 

That provision, if it was made to apply only to taxes and duties ex- 
empt or refunded generally on all exports as is done in the United 
States, we would have no obligation to it. 

But this change does no so limit it. 

If a country, as Spain has done, exempts or refunds a tax, or duty, 
on particularly articles exported into the United States for the pur- 
pose of artificially encouraging the expert of that commodity to the 
United States, it is one thing. If they exempt them or refund them 
neross the board on all exports, that is another thing. 

I think that if anything is done with this provision, that it should be 
<o limited, limited to exemptions or refunds granted generally on all 
exports. 

The next section I would like to comment on is section 20 of the 
bill involving conversion of currencies. That is a very complicated 
section, and | do not profess to be an expert on the many ramifications 
of foreign exchange, but I believe that it has very serious implications. 
As I read it, it would recognize and give congressional approval to the 
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official recognition for customs purposes of foreign multiple exchange 
rates, 

Now, I think to analyze that we have got to go into a little back- 
ground. 

Prior to 1945, under section 522 (c) of the Tariff Act of 1930, deal- 
ing with the conversion of currencies for customs purposes, the 
Secretary of the Treasury and customs officials always took one rate 
of exchange, which was either the official rate or the most dominant 
rate used in commerce. 

Then in 1945 we had the case of Barr versus the United States. 
Phat case recognized and forced the Treasury to recognize multiple 
rates of exchange. 

The facts involved in that case were that Britain had an official 
rate of exchange with the dollar, but for the purposes of exporting 
woolen goods to the United States they had a higher more favorable 
rate. 

Mr. Barr imported some woolen goods and he was assessed a duty 
based on the oflicial rate, which had been the custom of the Treasury 
Department for years. He contended that the valuation should be on 
the basis of the higher rate granted by Britain for the express pur- 
pose of encouraging exports of woolen evoods. 

The customs court upheld Mr. Barr. The Court of Customs and 
Patent Appeals reversed and upheld the previous procedure of the 
Treasury Department, and the Supreme Court reversed again uphold- 
ing Mr. Barr. 

Since that time the Treasury Department has, to a certain degree, 
recognized the multiple rates used by Spain and other countries. 

Incidentally, I would like to refer in the Barr versus United States 
case to the citation of it. Itis 324 U. 8.83. There is a very important 
dissenting opinion beginning at page 95 by Mr. Justice Frankfurter in 
which he points out the danger of forcing the Secretary to recognize 
these multiple rates and how foreign countries can use multiple rates 
of exchange against the interests of the United States, either con- 
cerning imports and the elfects on trade agreements and the coun- 
tervailing duty statute, and he mentioned some others. 

To illustrate again with the almond case multiple rates can be 
used to nullify our statutes concerning imports, Spain in 14S was 
granting a subsidy on the exports of almonds to the United States 
of approximately 25 cents per pound. 

We filed a complaint with the Treasury Department, Bureau of 
Customs, on April 12, 1948. They did, on October 21, 14s, issue a 
lreasury decision Luposing a countervailing duty of 25 cents per 
pound to offset the subsidy. 

Then Spain began looking around trying to find some other way of 
accomplishing the same objective, and they instituted their present 
multiple exchange rate system whereby the official rate was approxi- 
mately 10 pesetas per dollar, but the rate granted to almeond exporters 
was 19.75 pesetas per dollar, 

It is very clear that that was designed to encourage the export of 
almonds to the United States and has the same effect as a subsidy. 

Then, again, on November 15, 1950, the Department concluded 
under the Barr case that this adverse use of multiple rates did not 
constitute a subsidy, and they revoked the countervailing duty retro- 
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active back to November 25, 1948. That, I think, illustrates the man- 
ner in which these multiple rates of exc change « ‘an nullify the counter- 

vailing duty statute and other customs laws. They can jump what- 
ever tariffs we have by merely granting more favorable rates of 
exchange on different commodities. 

I think the committee should study that section 20 on the conversion 
of currency very carefully for customs purposes. I think there should 
be one rate which is the official rate or the dominant rate used in all 
commercial transactions. 

That concludes my statement for the citrus fruit and edible tree-nut 
groups, except to say that we are also opposed to the elimination of 
the American selling price part of section 336 of the Tariff Act of 
1930 as proposed by section 14 (e) of the bill, and we support what 
will be said on that point by the next witness. 

The CHamrman. If that concludes your statement, we thank you 
for the information that you have given the committee. 

Mr. Breckinriwer. Mr. Chairman, I would like now to present my 
testimony for the dehydrated onion and garlic industry. My testi- 
mony for the dehydrated onion and garlic group, as | explained in the 
beginning, Was going to be presented separately and it will take only 
a very few minutes. It only involves one issue, which is section 336, 

The Coamman. Very well, you may proceed. 


STATEMENT OF JOHN BRECKINRIDGE, ATTORNEY, WASHINGTON. 
D. C.. ON BEHALF OF THE DEHYDRATED ONION AND GARLIC 
INDUSTRY IN THE UNITED STATES 


Mr. Brecktnripce. My name is John Breckinridge, attorney. of 
Washington, D. C.. speaking for the dehydrated onion and garlic 
industry of the United States. 

The group for which I speak is composed of the Basic Vegetable 
Products, Inc., Vaceaville, Calif.; Gentry, Inc., Los Angeles, Calif. ; 
Puccinelli Packing Co., Turlock, Calif., and J. R. Simplot Dehydrat- 
ing Co., Caldwell, Idaho, 

These groups produce approximately 95 percent of all dehydrated 
onion and garlic products produced in the United States. 

Mr. Chairman, we particularly wanted to present the case of this 
industry because it has a very peculiar case. At the time the Tariff 
Act of 1930 was enacted, dehydrated onions and garlie were not known 
asa commercial product. Consequently, no provision was made in the 
Tariff Act for them. 

They have come under paragraph 775 which is processed vegetables, 
without having been mentioned there. 

Since that time, particularly during the last war, Egypt has devel- 
oped a very substantial dehydrating industry, and at the present tim¢ 
is making every effort to completely take over the United States 
market. 

Mr. Reep. I would like to ask a question at that point, Mr. Chair 
man. 

The Cuamman. Mr. Reed. 

Mr. Rerp. You say that Egypt has gone into this in a large way. 
Where is she getting her capital to go into this in a large way? 

I am not disputing the fact that she may be doing it. 
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Mr. Breckrnripce, Egyptian capital. 

Mr. Reep. They have not had any loans or any help from any other 
source ¢ 

Mr. Breckrnripér. I do not believe so, sir: certainly not for this 
particular purpose. 

Mr. Reep. All right. 

Mr. Breckinrincr. Vo illustrate the effect since the last war, prior 
to the war imports of dehydrated onion products and garlic products 
were negligible, if any at all. Then started the flood which we fear 
threatens our very existence. In 1949, 158,000 pounds came in and 
in 1950, 522,000 pounds came in, and in the first 4 months of this vear 
216,000 pounds have come in, which is a continually increasing rate. 

Production in the United States In recent Vears has been approxi- 
mately 4 million to 5 million pounds. 

As shown in the statement that I made before the Senate Finance 
Committee in public hearings on H. R. 1612 which was the Trade 
Agreements Extension Act of 1951, pages 950 through 945, there was 
a report of American consular officers in Egypt which outlines the 
development and growth of that industry and points out that it has the 
capacity, unused capacity, with which they could supply the entire 
United States market. 

In order to meet our standards and our methods of production, they 
have hired from the United States one of the plant managers at one 
of the principal dehydrating plants in the United States. He is now 
In Keypt helping to develop and improve the Eyyptian products to 
meet American standards. 

One of the owners of one of Egypt’s largest companies, who is also 
an official in the Egyptian department of agriculture, has been to the 
United States in an effort to learn what the United States market 
wants, and has gone so far as to say that they are shooting for the 
American market, and they will get American assistance, or, I mean, 
their own government assistance in the form of subsidies if necessary 
to take over the bulk of the American market. 

Now, that presents the situation which may, in the near future, very 
seriously require relief for this industry. 

In section 336 is found the only avenue of administrative relief 
open to this industry, Section 336 is designed to provide for tariff 
nereases of 50 percent when necessary to equalize the difference 
between domestic and foreign production. And it’ provides, one 
paragraph of it, which T will read, and this is the paragraph which 
section 14 (e) of the bill before us proposes to repeal. The prior 
portion of the statute, which T will not read, deals with a 50 percent 
nerease in the existing rates. 

Mr. Reep. Right there, to clarify your position, you are against 
sections 15, 14, 20, and 23 of this bill? 

Mr. Breckrnriner. Generally speaking: ves, sir. Although IT am 
speaking here specilically of this section 14 (e) of the bill and its 
effect on section 236 of the Tariff Act of 1930. 

Mr. Reep. I know you are speaking specifically of that. 

Mr. Brecktnripér, This is the provision that permits the use of 
the American selling price where it is necessary to provide relief to 
equalize the foreign ancd domestic costs: 

If the Commission finds upon any such investigation that such differences ean- 


not be equalized by proceedings as hereinbefore provided, it shall so state in 
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its report to the President and shall specify therein such ad valorem rates of 
duty based upon the American selling price of the domestic article as it finds 
shown by the investigation to be necessary to equalize such differences. 

This industry feels very strongly that this is the only avenue of 
administrative relief open to it, and urges that the committee leave 
that in effect. And it believes that the principle should be that these 
various administrative approaches to relief should be left in the law 
and strengthened so there is a means of obtaining relief without com- 
ing constantly to Congress seeking relief. 

If vou take away these various escapes and safety valves the Con- 
gress is going to find itself with more and more demands for legisla- 
tion to protect a particular commodity, such as you recently had with 
butter and fats and oils. 

We also want to indorse the statement of the immediately preced- 
ing witness on behalf of the west coast fruit and tree-nut producers. 

That concludes my statement. 

The Caran. Very well, we thank you for your presentation that 
you have given to the committee. 

Mr. Breckinripce. We thank the committee very much for the 
opportunity to appear and thank you very much for your patience. 

The Cuamman. The next witness is the Honorable George W. 
Malone, United States Senator from the State of Nevada. 

Senator, will you come forward, please. 

We are pleased to have you appear before our committee to give 
testimony on this important bill. 

Will you give your name and address and the capacity in which 
you appear, for the record, please? 


STATEMENT OF HON. GEORGE W. MALONE, UNITED STATES 
SENATOR FROM THE STATE OF NEVADA 


Senator Martone. Thank you, Mr. Chairman. 

I am George W. Malone, junior Senator from the State of Nevada. 

Mr. Chairman, and gentlemen of the committee, in the interest of 
brevity, | will confine my statement to the principles which I believe 
to be involved in this bill, and I ask permission to correct and extend 
my statement for your record. 

The Cuamman. Without objection, you will have the right to insert 
anything you feel pertinent to this hearing. 


INTERNATIONAL CONFERENCES 


Senator Mavone. Mr. Chairman, beginning in Geneva, Switzer 
land, and ending in Torquay, England, last year there has been a pro 
gressive attack upon the established 70-year old principle of S tanfedin 
a market for foreign nations’ goods on the basis of fair and reasonable 
competition. 

Granting that at times the method’s may have been a little crude in 
arriving at this basis of fair and reasonable competition, nevertheless, 
that was the objective as the numerous debates and adjustments ove: 
the years will establish. 


(r 
_ 
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3-PART FREE TRADE PROGRAM 


According to Mr. Willard Thorp of our State Department, in testi- 
mony before this committee, and the Finance Conimittee of the Senate, 
there was a principle laid down. 

First, the so-called Reciprocal Trade Act. And second, a Marshall 
plan, to make up the trade-balance deficits of the foreign nations, 
while the tariffs and import fees were being lowered under the so 
called Reciprocal Trade Act to divide the markets with the foreign 
nations to the point where there would be no trade-balance deficits. 

The third was the International Trade Organization, ITO, pre- 
sented to Congress establishing the right of ITO to adjust the tariffs 
and import fees of its member nations, and also to provide quotas of 
production. 

That would mark the end of the American producers’ markets in 
the United States, as we now know them. 


ITO ABANDONED IN FAVOR OF GAT! 


However, later—this vear, as a matter of fact—the State Depart- 
ment let it be known that it had abandoned the ITO. But the joker 
was that ITO principles were incorporated in what we call GATT, 
the General Agreement on Tariffs and Trade, arrived at in Switzer- 
land. 

The implementation of particular provisions of ITO that were not 
included in the GATT, was to be had through bureau and depart- 
ment provisions and regulations, and through additional legislation 
to be put through Congress under the guise of other objectives. The 
apparent objective of such legislation would not be the regulation of 
tariffs, but that would nevertheless be included. 


CUSTOMS SIMPLIFICATION IMPLEMENTS GAT! 


Mr. Chairman, we come to the Customs Simplification Act of 1951 
which, in the opinion of the junior Senator from Nevada, should 
be called an implementation act for GATT, the General Agreement 
on Taritls and Trade. 

First, it ends the antidumping or countervailing rate statute. that 
is, section 303 of the Tariff Act of 1950, and, second, it marks the end 
of the valuation of foreign imports on American standards for the 
application of our ad valorem duty rates since it definitely adopts the 
foreign value for such application. That is in section 13 of H. R. 
1535, currently before you, the Customs Simplification Act of 1951. 

I would like to ask, Mr. Chairman, that section 303 of the Tariff 
Act of 1930 appear at this point in my testimony in the record. 

The Crairrman. Without objection, it is so ordered. 

(The information referred to is as follows:) 

ScHEDULE B 
Tarier Act Or 1930 
See, 308, COoUNTERVAILING Duties.—Whenever any country, dependency, colony, 


provinee, or other political subdivision of government, person, partnership, as- 
sociation, cartel, or corporation shall pay or bestow, directly or indirectly, any 
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bounty or grant upon the manufacture or production or export of any article 
or merchandise manufactured or produced in such country, dependency, colony, 
province, or other political subdivision of government, and such article or 
merchandise is dutiable under the provisions of this act, then upon the im 
portation of any such article or merchandise into the United States, whether 
the same shall be imported directly from the country of production or othe 
wise, and whether such article or merchandise is imported in the same co: 
dition as when exported from the country of production or has been chanzed in 
condition by remanufacture or otherwise, there shall be levied and paid, in 
all such cases, in addition to the duties otherwise imposed by this act, an 
additional duty equal to the net amount of such bounty or grant, however the 
same be paid or bestowed. The Secretary of the Treasury shall from time t 
time ascertain and determine, or estimate, the net amount of each such bounty 
or grant and shall declare the net amount so determined or estimated, The 
Secretary of the Treasury shall make all regulations he may deem necessar) 
for the identification of such articles and merchandise and for the assessment 
and collection of such additional duties. 

Senator Martone. Section 2 (c) of the so-called Customs Simplifi 
cation Act repeals that part of section 303 of the Tariff Aet of 1930 
which makes it incumbent upon the Secretary of the Treasury to 
meet any subsidy by a foreign country in the manufacture of its 
products, either directly or indirectly, through the price of food 
products or a direct subsidy, by increasing our tariff or import fee 
levies in accordance with such subsidies. Under the provisions of the 
present bill, before an industry can escape its deadly effect, it must 
he shown that that domestic industry has been harmed by such 
inports. 

Mr. Chairman, passage of this bill would mean that Congress is 
approving the escape clause yardstick of the GATT, the Genera! 
Agreement on Tariffs and Trade, another instance of legislation an 
nlling a congressional act through this so-called “simplification.” 


SIMPLIFICATION—NOT LEGISLATION 


We are all for simplification, Simplification, to the Junior Senator 
from Nevada, does not mean necessarily the approval of a different 
principle or the repeal of principles established by Congress; it should 
mean a simplification of procedure and the cutting of the red tape. 

This, Mr. Chairman, is an object lesson in lesson in legislation that 
seemingly pointed toward one objective but accomplishes another. 


EXCHANGE MANIPULATION FOR TRADE ADVANTAGE 


Take for example, Argentina and Uruguay, which have multiple 
exchange rates, and, Mr. Chairman, most of the nations of the world 
do have multiple exchange rates. That has been brought out on the 
Senate floor by the junior Senator from Nevada at intervals for 


vears. 

Ifa producer, say in Argentina and Uruguay, received $1 from th: 
sale of raw wool, he can take the dollar to his own exchange and get 
5 pesos for it. That is the exchange rate, 5 pesos for S1. 

However, if he brings SL to his own exchange in his own country, 
Which he has received from the sale of processed materials mace 
from the raw wool, he receives 7! » Pesos in exchange. The additiona! 
pesos represent the encouragement which his government offers him 


to process the wool. 
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CHANGE IN VALUATION LOWERS TARIFF 


In the judgment of the junior Senator from Nevada, the Congress, 
if it passes this legislation, would be approving that sort of a sub- 
terfuge and selling our own workingmen and investors down the river. 

Under section 2 (c) of H. R. 1535, the Customs Simplification 
Act of 1951, currently before you, on page 3, the customs officials are 
directed to utilize the foreign value in the application of our ad valorem 
tariff rates instead of the American value, which means for all prac 
ticle purposes a definite lowering of the tariffs by 20 percent to per- 
haps 200 percent or more without openly changing the tariff rates. 


TARLFE COMMISSION MEMBERS SILENCED 


Members of the Tariff Commission have informed me—and this 
is something to conjure with, Mr. Chairman, that I think should be 
investigated—that they have been instructed not to discuss details of 
proposed tariff legislation with anyone outside of the administration. 


SHOULD NOT CHANGE TARIFF RATES BY SUBTERFUGE 


Mr. Chairman, the proposed changes in tariff rates were under cis 
cussion in this committee, and the Wall Street Journal of August 15, 
i951, reported in part as follows: 

The “American selling price” is the price at which a comparable United States 
product sells in this country. As a special standard of value, without regard 
to the price charged for the foreign import, it is used in computing duties on 
rubber footwear, dyestulf, and a wide range of chemicals known as intermediate. 

The administration’s bill would have the Tariff Commission figure out new 
ad valorem rates based on the prices at which these products ure available in 
export markets overseas. The new rates would make an adjustment initially 
for the change from American pricing to foreign pricing. But duties thereafter 
would be affected by any changes in United States domestic prices. 

Mr. Chairman, it is not the intention of the junior Senator from 
Nevada to discuss today the merits of whether we should take one or 
the other, 

But the actual lowering of duties and import fees are being ap 
proved by legislation which the country believes to be a simple 
simplification bill. 

That is an objection which the junior Senator from Nevada has 
to the legislation, as it is now written. It is supposed to be a simplifi 
cation act. But it results in an almost complete reorganization of the 
tariff rates and laws. 

Mr. Chairman, a dispatch of the Wall Street Journal, of August 
11, 1951, speaking of Secretary Sawyer, states: 

The Secretary recalled that many of our present customs regulations stem from 
a time when the United States had a highly protective tariff policy. He said he 
personally felt that ‘once the desirable level of duty protection has been deter- 
mined, all other barriers and discrimination against imports should be mini- 
mized, 

Mr. Chairman, the Secretary is in error in his first statement 
There never was advocated, as far the junior Senator from Nevada 
knows, a high protective tariff; but instead only fair and reasonable 
competition to protect our workers and investors, which means our 
standard of living. 
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Granting that there have been mistakes made in fixing tariffs on 
some articles here and there, some too high and some too low, the 
Secretary is entirely wrong to say we had a high protective tarit! 
policy. We never did have such a policy. He is wrong in the first 
place in his facts, and secondly, in his conclusions when he said : 

Once the desirable level of duty protection has been determined, all othe: 
barriers and discriminations against imports should be minimized. 

The dispatch goes on to say: 

Customs simplification at this time will make a “small but not insignificant 
contribution” to the United States defense effort, Mr. Sawyer argued. 

That is the Secretary’s statement. Everything, Mr. Chairman, is 
hung on the national defense. 

Mr. Sawyer said that: 

To the extent that such a bill facilitates and lessens the cost of entry on 
essential imports, it will contribute to antiinflationary programs in this 
country. 

Without going into further detail, Mr. Chairman, in the interest 
of brevity, | would say that it has been shown before this committee 
that the United States does not pay the duty on imports, that the Gov 
ernment brings in on its own account for Machen 1 or for any othe: 
purposes; it simply does not pay the duties on import fees. 

So there are several implications in statements attributed to Secre 
tary Sawyer which give a wrong impression to the public. He make- 
the legislation appear as routine simplification, when in fact it at 
tacks the principle upon which the entire tariff structure is based. 

I have a dispatch concerning the testimony of R. E. Joyce, vice 
president of the National Distillers Products Corp., charging that 
the Customs Simplification Act of 1951 conceals a tariff reduction 
that would mean a yearly loss of S18 million to the United States on 
imported whisky. 

The junior Senator from Nevada is not saying that it should not 
be reduced. This is not the point of the discussion. The point is 
that this legislation actually provides for substantial tariff reduction 
while the people think we are discussing a “simplification” act. 


THE CURRENT GENEVA TARIFF CONFERENCE 


On September 17, there appeared a New York Times dispate) 
written by Michael L. Hoffman, part of the dispatch reading as 
follows: 

Two issues involving the United States are responsible for this trek of hig 
level economic officials to Geneva. 

I want to call attention to the fact that last summer when tly 
Congress extended for another 2 years the Trade Agreements Act, 
was said in testimony by administration spokesmen that there was 
no intention of calling any other meetings at Geneva, or anywhere 
else in support of GATT or to adjust tariffs or to augment principles 

But here, Mr. Chairman, we have another convention and Mr. 
Willard Thorp, who has been the leader in all of these conventions 
from Geneva on through to Torquay, England, 1s on his way to 
Geneva. 
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The article goes on: 

One is the United States announcement that it will not regard itself in the 
future as bound by the general agreement as far as Czechoslovakia is con- 
cerned. The other is the action by the United States Congress in imposing 
import quotas on butter and cheese that have reduced drastically the outlets 
for these products for eight countries, all signatories of the agreement. 

Mr. Chairman, I remember that when the debate was on in the 
Senate there was an amendment attached to the effect that quotas 
were put on butter and cheese. That was attached to another bill 
and passed by Congress. The Congress thoroughly debated the subject 
and decided to use quotas in that connection. 

Now we have another conference in a foreign country which will 
try, through propaganda and other means, to do away with the con- 
eressional action. That is, to lay the foundation for changing an 
act of Congress. 


DIVISION OF U.S. MARKETS: OBJECTIVI 


Here is a paragraph concerning a very significant thing that the 
junior Senator from Nevada has used on the floor of the Senate. It 
says: 

Without the strong and steady support of the United States the whole effort 
to bring the nations gradually along the road to stable and nondisceriminatory 
trade policies with a minimum of bureaucratic interference with business simply 
would collapse. It is feared that the United States Congress is not really inter- 
ested in this whole line of policy. 

The reason any conference will collapse unless our markets are in 
the pot is because we have the only worthwhile markets to div ide, and 
the higher standard of living to average with other nations. Any 
other nation or group of nations could drop out of GATT and it 
would not make any difference. It is somewhat like a partnership 
rr a man with $100,000 and 20 other men who have no mone y. 

s long as the man with the money does not drop out everything 
is a right. But when the man with the money drops out, the game 
breaks up. 

The objective of the Socialists who have forced this “free trade” 
legislation has been, and is now, to divide the markets of the United 
States in line with the theory of a one economic world. And if the 
victim, the real financing genius of the plot, the United States of 
America, drops out, the whole real objective is gone and the plot 
blows up. 

Mr. Chairman, without going into detail as to the wages here and 
abroad, I would like to insert in the record a letter just received from 
the Commissioner of Labor Statistics, pointing out the difference in 
wages in Japan and the United States. 


WAGES AND INVESTMENTS VS. FREE TRADE 


In Japan it is 86.66 a week, as compared with *64.74 a week in the 
United States. 

This is derived on an average basis and shows that an American 
Wage earner gets as much or more for a day’s work than a Japanese 
receives In a week. I would like to submit that for the record as an 
example of what happens, and what could be further aggravated by 
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this oversiniplification bill by using the one provision of using foreign 
costs of production, instead of American costs, which, to the junior 
Senator from Nevada, is so illogical and so silly that it would not be 
worth discussing, except for the fact that it is legislation being seri- 
ously considered by a major committee of the United States Congress. 

The Cuarman. Without objection that letter may be inserted in the 
record. 

(The letter referred to is as follows :) 

UNITED STATES DEPARTMENT OF LApor, 
Bureau or LABOR STATISTICS, 
Washington 25, D. C., September 13, 1951. 
The Honorable Grorce W. MALONE, 
United States Senate, Washington, D. C. 

Dean Senator MALONE: This letter will serve to contirm information furnished 
on September 12 to Mr. Thomas Simpson for your use by our Division of Foreign 
Labor Conditions. 

Mr. Simpson requested us to obtain comparative data on average manufactur 
ing wages in Japan, Indochina, China, and the United States. While some frag 
mentary wage data are available for Indochina and China, no national average 
manufacturing wage figures are available. Such fragmentary wage data as now 
exist might possibly be analyzed and interpreted but only with considerable 
difficulty and with no ultimate certainty of their validity. Relatively reliable 
wage data are available for Japan, but even these must be considered in the 
light of different employment practices between Japan and the United States 
For example, cash wages in Japan are frequently supplemented by allowances 
in kind which are not included in the statistics. 

The following brief table shows avreage manufacturing wages for April 1951 
(the latest month available) in Japan and theUnited States, 


Average weckly cash wages in manufacturing, Apr. 1951, Japan and the 
United States 
Japan (2,599.50 yen) anininededes - . —- * | 
United States Maaighl se sate cialenstvitlibinaslidnithantisteesinviahiaidiatasiideinintgiaie ikl ee 

Sources: Monthly Labor Statistics and Research Bulletin, Labor Statistics and Researc! 
Division, Ministerial Secretariat of Labor Ministry, Tokyo, Japan, and the Monthly Labo: 
Review, U. S. Department of Labor, August 10951. 

Japanese wages are reported on a monthly basis. Average manufacturing 
wages for April 1951 were reported as being 10.517 yen. This monthly total was 
divided by 4.3 weeks, giving an average weekly wage of 2,399.30 yen or $6.66, 
resulting from the 360 yen to $1 exchange rate. It should be borne in mind that 
this conversion of yen to dollars does not provide an accurate comparison of 
differences in purchasing power. 

I hope this information will partially meet your need. 

Very sincerely, 
EWAN CLAGUE, 
Commissioner of Labor Statistica. 


TARIFFS—-FAIR AND REASONABLE COMPETITIVE BASIS 


Senator Mavone. Mr. Chairman, the principle should again be 
adopted of fixing tariffs and import fees on a fair and reasonable 
competitive basis. That should be the objective, instead of the cur 
rent sharpshooting methods of picking off one product here and 
another there, and exporting our Jobs to foreign soil. 


THE FOREIGN TRADE AUTHORITY 


I would like to put in the record at this point a bill introduced 
by the junior Senator from Nevala which thoroughly covers the matter. 
The Crairman. Without objection, it may be inserted in the 


recor l. 
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(The information referred to is as follows :) 


[S. 981, 82d Cong., Ist sess. ] 


A BILL To amend the Tariff Act of 1930, and for other purposes 


Be it enacted bu the Senate and House of Representatives of the United 
States of America in Congress assembled, 


DECLARATION OF POLICY 


Section 1. It is declared to be the policy of the Congress 

(a) to facilitate and encourage the importation into the United States 
of foreign goods and products in quantities sufficient to supply the needs 
of the United States economy ; 

(b) to foster and provide for the export of the products of American 
industry and agriculture in quantities sufficient to pay for the needed 
imports; 

(c) to develop and promote a well-balanced, integrated, and diversified 
production within the United States so as to maintain a sound and pros 
perous national economy and a high level of wages and employment in 
industry and argiculture ;: 

(d) to provide necessary flexibility of import duties thereby making 
possible appropriate adjustments in response to changing economic con 
ditions; 

(e) to assure the accomplishment of these objectives by returning to 
and maintaining hereafter in the United States the control over American 
import duties now subject to international agreements. 


RESTATEMENT OF EXISTING IMPORT DUTIES 


Sec. 2. Title I, paragraphs 1 to 1559, inclusive, of the Tariff Act of 1930 
are hereby amended by repealing the classifications and rates therein contained 
and substituting therefor the classifications and rates obtaining and in effect 
on June 30, 1951, by reason of proclamations of the President under section 
350 of the Tariff Act of 1930 or otherwise. 


FORMATION OF FOREIGN TRADE AUTHORITY 


Sec. 3. Title IIT, part I], section 330, of the Tariff Act of 1930 is hereby amend 
ed to read as follows: 

“SEC. 330. ORGANIZATION OF THE FOREIGN TRADE AUTHORITY. 

“(a) MeMpeersurpe.—The United States Tariff Commission shall be reor 
ganized and reconstituted as the Foreign Trade Authority (hereinafter referred 
to as the ‘Authority’) to be composed of six directors to be hereafter appointed 
by the President by and with the advice and consent of the Senate. The original 
directors of the Authority shail be the same persons now serving as Commis 
sioners of the United States Tariff Commission, each such person to serve as a 
director of the Authority until the date when his term of oflice as a Commis 
sioner of the United States ‘Tariff Commission would have expired. Thereafter 
the term of office of any successor to any such director shall expire six years 
from the date of the expiration of the term for which his predecessor was 
appointed except that a director appointed to fill a vacaney occurring for any 
reason other than the expiration of a term as herein provided shall be appointed 
only for the remainder of the term which his predecessor would otherwise have 
served, Directors shall be eligible for appointment to succeed themselvés if 
otherwise qualified therefor. No person shall be eligible for appointment as a 
director unless he is a citizen of the United States, and, in the judgment of 
the President, is possessed of qualifications requisite for developing expert 
knowledge of tariff problems and efficiency in administering the provisions 
of this Aet. Not more than three of the directors shall be members of the same 
political party, and in making appointments members of different political 
parties shall be appointed alternately as nearly as may be practicable. 

“(b) CHAIRMAN, Vick CHAIRMAN, AND Satary.—The President shall annually 
designate one of the directors as Chairman and one as Vice Chairman of the 
Anthority. The Vice Chairman shall act as Chairman in case of absence or 
disability of the Chairman. A majority of the directors in office shall consti 
tute a quorum, but the Authority may function notwithstanding vacancies, Each 


S7474--51 
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(lirector shall receive a salary of $15,000 a year. No director shali actively en- 
sage in any business, vocation, or employment other than that of serving as a 
director.” 

APPOINTMENT OF SECRETARY 


Sec. 4. Title II], part Il, section 331 (a), of the Tariff Act of 1930 is hereby 
amended to read as follows: 

“(a) PersonNnet.—The Authority shall appoint a secretary who shall receiv: 
compensation in accordance with the Classification Act of 1949, and the Authority 
is hereby empowered to employ and, in accordance with the Classification Ac: 
of 1949, fix the compensations of such special experts, examiners, clerks, and 
other employees of the Authority as it may find necessary for the proper per 
formance of its duties.” 

“SEC. 331A. ADMINISTRATION OF TRADE AGREEMENTS. 

“(a) All powers vested in, delegated to, or otherwise properly exercisal): 
by the President or any other officer or agency of the United States in resp. 
to the foreign trade agreements entered into pursuant to section 350 of the Tari/! 
Act of 1930 are hereby transferred to, and shall be exercisable by the Authority, 
including, but not limited to, the right to invoke the various escape clauses 
reservations, and options therein contained, and to exercise on behalf of th: 
United States any rights or privileges therein provided for the protection of th. 
interests of the United States. 

“«b) The Authority is hereby authorized and directed— 

“(1) to terminate as of the next earliest date therein provided, and i 
accordance with the terms thereof, all the foreign trade agreements entere:| 
into by the United States pursuant to section 550 of the Tariff Act of 105) 

“(2) to prescribe, upon termination of any foreign trade agreement, tha 

the import duties established therein shall remain the same as existed prio 
to such termination, and such import duties shall not thereafter be increased 
or reduced except in accordance with the Tariff Act of 1930, as amended b 


this Act.” 
PERIODIC ADJUSTMENT OF IMPORT DUTIES 


6. Title ILI, part II, section 336, of the Tariff Act of 1930 is hereby amended 


SEC. 
to read as follows: 
“SEC. 336. PERIODIC ADJUSTMENT OF IMPORT DUTIES. 

“(a) The Authority is authorized and directed from time to time, and subje: 
to the limitations hereinafter provided, to prescribe and establish import duties 
which will, within equitable limits, provide for fair and reasonable competitic 
between domestic articles and like or similar foreign articles in the princip: 
market or markets of the United States. <A foreign article shall be considered 
as providing fair and reasonable competition to United States producers of 
Ike or similar article if the Authority finds as a fact that the landed duty pid 
price of the foreign article in the principal market or markets in the Unite 
States is a fair price, including a reasonable profit to the importers, and is ho: 
substantially below the price, including a reasonable profit for the domest i 
producers, at which the like or similar domestic articles can be offered to Con 
sumers of the same class by the domestic industry in the principal market « 
markets in the United States. 

“(b) In determining whether the landed duty paid price of a foreign article, 
including a fair profit for the importers, is, and may continue to be, a fair 
price under subdivision (a) of this section, the Authority shall take into con 
sideration, insofar as it finds it practicable— 

“(1) The lowest, highest, average, and median landed duty paid price 
of the article from foreign countries offering substantial competition ; 

“(2) Any change that may occur or may reasonably be expected in thie 
exchange rates of foreign countries either by reason of devaluation or ty 
cause of a serious unbalance of international payments ; 

“(3) The policy of foreign countries designed substantially to increase 
exports to the United States by selling at unreasonably low and uneconom: 
prices to secure additional dollar credits; 

“(4) Increases or decreases of domestic production and of imports on 
the basis of both unit volume of articles produced and articles imported, and 
the respective percentages of each; 

“(5) The actual and potential future ratio of volume and value of imports 
to volume and value of production, respectively ; 
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“(6) The probable extent and duration of changes in production costs 
and practices ; 

“(7) The degree to which normal cost relationships may be affected by 
grants, subsidies, excises, export taxes, or other taxes, or otherwise, in the 
country of origin; and any other factors either in the United States or in 
other countries which appear likely to affect production costs and compet- 
itive relationships. 

“(c) Deereases or increases in import duties designed to provide for fair and 
reasonable competition between foreign and domestic articles may be made 
by the Authority either upon its own motion or upon application of any person 
or group showing adequate aud proper interest in the import duties in question ; 
Provided, however, That no change in any import duty shall be ordered by the 
Authority until after it shall have first conducted a full investigation and pre- 
sented tentative proposals followed by a public hearing at which interested 
parties have an opportunity to be heard. 

‘({d) The Authority, in setting import duties so as to establish fair and reason- 
able competition as herein provided, may, in order to effectuate the purposes of 
this Act, prescribe specific duties or ad valorem rates of duty upon the foreign 
value or export value as defined in sections 402 (c) and 402 (d) of the Tariff Act 
of 1930 or upon the United States value as defined in section 402 (e) of said Act. 

“(e) In order to carry out the purposes of this Act, the Authority is author- 
ized to transfer any article from the dutiable list to the free list, or from the 
free list to the dutiable list. 

“(f) Any increase or decrease in import duties ordered by the Authority shall 
become effective ninety days after such order is announced: Provided, That any 
such order is first submitted to Congress by the Authority and is not dis- 
approved, in whole or in part, by concurrent resolution of Congress within sixty 
days thereafter. 

“(g¢) No order shall be announced by the Authority under this section which 
increases existing import duties on foreign articles if the Authority finds as a 
fact that the domestic industry operates, or the domestic article is produced, 
ina wasteful, inefficient, or extravagant manner. 

“(h) The Authority, in the manner provided for in subdivisions (¢) and (f) 
in this section, may impose quantitative limits on the importation of any foreign 
article, in such amounts, and for such periods, as it finds necessary in order 
to effectuate the purposes of this Act: Provided, however, That no such quantita- 
tive limit shall be imposed contrary to the provisions of any foreign trade agree- 
ment in effect pursuant to section 350 of the Tariff Act of 1950 

“(i) For the purpose of this section 

“(1) the term ‘domestic article’ means an article wholly or in part the 
crowth or product of the United States; and the term ‘foreign article’ means 
an article wholly or in part the growth or product of a foreign country: 

“(2) the term ‘United States’ includes the several States and Territories 
and the District of Columbia ; 

“() the term ‘foreign country’ means any empire, country, dominion, 
colony, or protectorate, or any subdivision or subdivisions thereof (other 
than the United States and its possessions) ; 

“(4) the term ‘landed duty paid price’ means the price of any foreign 
article after payment of the applicable customs or import duties and other 
necessary charges, as represented by the acquisition cost to an importing 
consumer, dealer, retailer, or manufacturer, or the offering price to a con- 
sumer, dealer, retailer, or manufacturer, if imported by an agent. 

“(j) The Authority is authorized to make all needful rules and regulations 
for carrying out its functions under the provisions of this section. 

“(k) The Seeretary of the Treasury is authorized to make such rules and 
regulations as he may deem necessary for the entry and declaration of foreign 
articles with respect to which a change in basis of value has been made under 
the provisions of subdivision (d) of this section, and for the form of invoice 
required at time of entry.” 


AMENDMENT OF SECTION 337 


Sec. 7. Title IIT, part II, section 337, of the Tariff Act of 1930 is hereby amended 
as follows: 

(a) Snbdivision (a) thereof by striking out the word “President” and substi- 
tuting therefor the word “Authority.” 

(b) Subdivision (b) thereof is hereby repealed. 
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(c) Subdivision (d) thereof is hereby repealed. 

(d) Subdivision (e) thereof is hereby amended to read as follows: 

“(e) Exe.usron or Artictes From Enrry—Whenever the existence of any 
such unfair method or act shall be established to the satisfaction of the Authority, 
it shall direet thet the articles concerned in such unfair methods or acts, imported 
by any person viouwting the provisions of this Act, shall be excluded from entry) 
into the United States, and upon information of such action by the Authority, 
the Secretary of the Treasury shall, through the proper officers, refuse such 
entry.” 

(e) Subdivision (f) thereof is hereby amended to read as follows: 

“(f) IEenrry Unper Bonp.—Whenever the Authority has reason to believe that 
any article is offered or sought to be offered for entry into the United States in 
violation of this section, but has not information sufticient to satisfy it thereof, 
the Secretary of the Treasury shall, upon its request in writing, forbid entry 
thereof until such investization as the Authority may deem necessary shall be 
completed ; except that such articles shall be entitled te entry under bond pre 
scribed by the Secretary of the Treasury.” 

(f) Subdivision (g) thereof is hereby amended to read as follows: 

“(g) CONTINUANCE oF ExcLusion,—Any refusal of entry under this section 
shall continue in effect until the Authority shall find and advise the Secretary of 
the Treasury that the conditions which led to such refusal of entry no longer 
exist.” 

CONTINUANCE OF PERSONNEL, FUNDS, ACTIONS, AND SO PORTH 


Sec. 8. Section 339 of the Tariff Act of 1930 is hereby amended to read as 
follows: 

“SEC. 339. EFFECT OF ENACTMENT. 

“(a) All personnel, property, records, balance of appropriations, allocations, 
and other funds available (or to be made available) to the United States Tariff 
Commission shall be transferred to the Authority for use in connection with the 
exercise of its functions: and such transfer shall not operate to change the status 
of the officers and employees transferred from the Commission to the Authority. 
No investigation or other proceeding pending before the Commission at such 
time shall abate by reason of such transfer but shall continue under the provisions 
of this Act. 

“(b) Wherever in the Tariff Act of 1930, or in any other law, the terms ‘United 
States Tariff Commission’ or ‘Commission’ occur, such terms shall be construed 
to mean the ‘Foreign Trade Authority’ and the ‘Authority’, respectively.” 


REAPPLICATION OF BECTION 516 (0) 


Sec. 9 Section 17, subsection (¢c), of the Act of June 25, 1938, chapter 679, is 
hereby repealed, 
STATISTICAL ENUMERATION 


Sec. 10. Title IV, part IIT, section 484 (e), of the Tariff Act of 1980 is hereby 
amended to read as follows: 

“(e) SPaATISTICAL ENUMEeRATION.—The Chairman of the Foreign Trade Au 
thority is authorized and directed to establish from time to time, after consulta 
tion with the Secretary of the Treasury and the Secretary of Commerce, a 
statistical enumeration of imported articles in such detail as he may consider 
necessary and desirable to effectuate the purposes of this Act. As a part of each 
entry there shall be attached thereto or included therein an accurate statement 
giving details required for such statistical enumeration. The Secretary of! 
Commerce is hereby authorized and directed to make such reasonable and proper 
digests from, and compilations of, such statistical data as the Chairman requests. 
In the event of a disagreement between the Chairman and the Secretary of Com- 
merce, as to the reasonable and proper nature of any request the matter shall 
be referred to the President whose decision shall be final.” 


REVISED TEXT OF TARIFF ACT 


Sec. 11. The Authority, as soon as practicable, shall prepare and cause to be 
printed as a public document available for public distribution a complete revised 
text of the Tariff Act of 1930 as amended. 
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EFFECTIVE DATE 


Sec. 12. This Act shall take effect as of June 30, 1951. 
VALUES SILLFTED AMERICAN TO FOREIGN VALUES 


Senator Matonr. Mr. Chairman, for the purpose of continuity of 
my remarks, I would like to have included at this point, section 15 of 
the proposed Customs Simplification Act of 1951, for the reason that 
it shows how the values are switched from the American value to the 
foreign value, for the purpose of computing the tariff. 

After 514 years in the United States Senate, the junior Senator 
from Nevada is getting accustomed to sleepers in bills presented by 
the administration, but these are hardly sleepers; they are obvious 


1 


subterfuges to change the congressional intent of existing laws. 
NO CONNECTION WITH SIMPLIFICATION 


The bill has practically nothing to do with simplification at all: 1 
is, In fact a complete change in principle of the entire tariff act. 
The Cramman. Without objection, that may go in the record. We 
have no objection to your putting anything pertinent into the record, 
(The information referred to ts as follows:) 


VALUE 


Sec. 13. Section 402 of the Tariff Act of 1930, as amended (U.S. C., 1946 edition, 
title 19, sec. 1402), is further amended to read as follows: 
“SEC, 402. VALUE. 

“(a) Basts.—Except as otherwise specifically provided for, the value of im- 
ported merchandise for the purposes of this Act shall be 

“(1) the export valu 

“(2) if the export value cannot be ascertained satisfactorily, then the 
United States value 

“(3) if neither the export value nor the United States value can be ascer- 
tained satisfactorily, then the comparative value; or 

“(4) if neither the export value, the United States value. nor the compara- 
tive value can be ascertained satisfactorily, then the const: ucted value. 

“(b) Export VALUE The export value of imported lnerchandise shall be 
the market value or the price, at the time of exportation to the United States of 
the merchandise undergoing appraisement, at which such or similar merchan- 
lise is freely sold or offered for sale in the principal markets of the country 
of exportation, in the usual wholesale quantities and in the ordinary Course 
of trade, for exportation to the United States, plus, when not included in such 
price, the cost of all containers and coverings of whatever nature and all other 
charges and expenses incidental to placing the merchandise in condition, packed 
ready for shipment to the United States. 

“¢e) Untrep Strares Varvur.—The United States value of imported merchan- 
dise shall be the price, at the time of exportation to the United States of the 
merchandise undergoing appraisement, at which such or similar merchandise 
s freely sold or offered for sale in the principal market of the United States 
‘or domestic consumption, packed ready for delivery, in the usual wholesale 
quantities and in the ordinary course of trade, with allowances made for 

“(1) any commission paid or agreed to be paid on merchandise secured 
otherwise than by purchase; or, on merchandise secured by purchase or 
agreement to purchase, the addition for profit and general expenses 
usually made by sellers in such market on imported merchandise of the 
same class or kind as the merchandise undergoing appraisement : 

“(2) the usual costs of transportation and insurance and other usual 
expenses from the place of shipment to the place of delivery, not including 
any expense provided for in (1); and 

“(3) the ordinary customs duties and Federal taxes estimated to be 
payable on such or similar merchandise by reason of its importation or 
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for which vendors at wholesale in the United States are ordinarily liable 

“If such or similar merchandise was not so sold or offered at the time of 
exportation of the merchandise undergoing appraisement, the United States 
value shall be ascertained or estimated, subject to the foregoing specifications 
of this subsection, from the price at which such or similar merchandise is 
freely sold or offered for sale at the earliest date after such time of exportation 
but before the expiration of ninety days after the importation of the merchan 
dise undergoing appraisement. 

“(d) Comparative VALUr.—The comparative value of imported merchandise 
shall be the equivalent of the export value as nearly as such equivalent may 
be ascertained or estimated on the basis of the export or United States value 
of other merchandise from the same country which is comparable in construc- 
tion and use with the merchandise undergoing appraisement, with appropriate 
adjustments for differences in size, material, construction, texture, or other 
differences. 

“(e) Construcrep Vatur.—The constructed value of imported merchandise 
shall be the sum of— 

“(1) the cost of materials and of fabrication or other processing of any 
kind employed in producing such or similar merchandise, at a time preced 
ing the date of exportation of the merchandise undergoing appraisement 
which would ordinarily permit the production of that particular merchandis: 
in the ordinary course of business ; 

“(2) an addition for general expenses and profit equal to that which 
producers in the country of production whose products are exported to 
the United States usually add in sales, in the usua] wholesale quantities and 
in the ordinary course of trade, of merchandise of the same general class o: 
kind as the merchandise undergoing appraisement; and 

“(3) the cost of all containers and coverings of whatever nature, and 
all other charges and expenses incidental to placing the merchandise under 
going appraisement in condition, packed ready for shipment to the United 
States. 

“(f) Taxes.-The value of imported merchandise ascertained or estimated 
in accordance with this section shall not include the amount of any internal tax 
applicable within the country of origin or exportation, from which the mer 
chandise undergoing appraisement has been exempted or has been er will be 
relieved by means of refund. 

“(g) Dertnrrions.—As used in this section, the following terms shall have 
the meanines respectively indicated : 

“(1) ‘Freely sold or offered for sale’—sold or offered to all purchasers 
at wholesale without restrictions as to the disposition or use of the mer 
chandise by the purchaser, except restrictions as to such disposition or 
use which (A) are imposed or required by law, or (B) limit the price at 
Which or the territory in which the merchandise may be resold, or (C) 
net substantially affect the value of the merchandise to usual purchaser 
at wholesale. 

“(2) “Ordinary course of trade’—the conditions and practices which, for 
a reasonable time prior to the exportation of the merchandise undergoing 
appraisement, have been normal in the trade under consideration with r 
respect to merchandise of the same class or kind as the merchandise under 
going appraisement. 

“(3) ‘Purchasers at wholesale’—purchasers who buy in the usual whole 
sale quantities for industrial use or for resale otherwise than at retail; or 
if there are no such purchasers, then all other purchasers for resale wh 
buy in the usual wholesale quantities; or, if there are no purchasers i: 
either of the foregoing categories, then all other purchasers who buy in 
the usual wholesale quantities. 

“(4) ‘Such or similar merchandise’—the merchandise undergoing ap 
praisement shall be considered ‘such’ merchandise, and other merchandise 
shall be considered ‘such’ merchandise if— 

“(A) it is identical in physical characteristics and was produced in 
the same country by the same person, or 

“(B) when no value meeting the requirements of the definition of 
value under consideration can be ascertained or estimated under (A), 
the merchandise is identical in physical characteristics and was pr: 
duced by another person in the same country. 
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Merchandise shall be considered ‘similar’ to the merchandise undergoing 
appraisement if it is not within the foregoing definition of ‘such’ mer- 
chandise but— 

“(C) it was produced in the same country as the merchandise under- 
going appraisement, by the same person, or like materials, is used for the 
sume purpose, and is of approximately equal commercial value, or 

“(D) when no value meeting the requirements of the definition of 
value under consideration can be ascertained or estimated under (C) 
the merchandise is correspondingly similar and was produced by an- 
other person in the same country. 

“(5) ‘Usual wholesale quantities—the quantities usually sold in the 
class of transactions in which the greater aggregate quantity of the ‘such 
or similar merchandise’, in respect of which valne is being ascertained or 
estimated, is sold in the market under consideration.” 


LOWERING OF OUR STANDARD OF LIVING 


Senator Mavone. I want to call particular attention to that para- 
graph, so that it might remain in the memory of the committee. 

Mr. Chairman, the junior Senator from Nevada has believed for 
30 years, all during his engineering career, that it was most important 
to keep a close watch on international trade, and that any scuttling 
of our fair and reasonable basis of adjustment of import fees was 
obviously an attempt to level the standards of living of the world, 
even though that meant the division of our markets with other na- 
tions and a lowering of our own standards. 

I want to say at this point that much harm to the American worker 
and investor has been done through catch words and phrases like 
“reciprocal trade.” As a matter of fact, Mr. Chairman, that eatch- 
phrase word, “reciprocal trade.” does not occur at all in the so-called 
Reciprocal Trade Agreements Act. 

That act allows the Secretary of State to remake the industry map 
of the United States of America. Under its provisions, the Secretary 
of State may eliminate or reduce any industry and he may build up 
any industry. Even if such power should be in the hands of one 
official, it would not be something the junior Senator from Nevada 
would delegate to the Secretary of State. 


BACK DOOR ENTRANCE OF TTO 


Mr. Chairman, on May 22, 1951, in our discussion of the extension 
of the 1934 Trade Agreements Act. which was what it was rather 
than a reciprocal trade act, the junior Senator from Nevada spoke 
on the Senate floor, and I refer to page 5745 of the Congressional 
Record of May 22, as follows: 


At this point, Mr. President, IT shouid like to discuss the back-door entrance 
to the ITO through GATT. Do not forget GATT. Senators are going to 
hear a great deal about GATT in the next year or so, because the State 
Department has given their promise not to bring up the ITO. Their promise, 
of course, Means nothing so far as I can see, because the issue will be evaded. 

They have changed their international policy in the last 30 aays. I see 
these changes coming about, althouzh it is said there will be no change. So 
the junior Senator from Nevada does not believe they have had a change of 
heart either as to the Far East or in regard to ITO. 


And this, Mr. Chairman, I call to your close attention : 


They are simply going to reach their goal in another way, through kidding 
the American public. How long they can do that remains to be seen. But 
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in reaching the ITO through the back door of GATT, Mr. President, the Stat: 
Department in its release from which I have just quoted, No. 1221, dated 
December 6, 1990, which will be found in the Record, announced that interested 
agencies have recommended and the Vresident has agreed that the propose 
charter for an international trade organization should not be resubmitted to 
the Congress. 

In other words, the junior Senator from Nevada at that time pre 
dicted that just such bills would come before Congress to complete 
GATT to include the principles of the ITO. 

You have not heard the last of it. There will be other bills coming. 
Phe bill before you happens to include the two provisions previous|) 
referred to by the junior Senator from Nevada. 

In closing, Mr. Chairman, I would like to say that as far as th: 
Senate ts concerned we are practically at the end of the first sessio 
of the Eighty-second Congress, and, obviously, no such legislation a 
this ean be considered by the Senate Finance Committee before ad 
journment. It will be next vear before consideration of this bill could 
be taken up by the Senate committee. Therefore, there would be 1 
time lost by your committee allowing further study in the House oy 
this very vital legislation. 


IMPORTANT TO WORKERS AND INVESTORS 


This matter is of such importance that the junior Senator from 
Nevada has asked permission at various times to come before your 
committee. It is a great committee; it is recognized throughout the 
Nation as a great committee, and [ have often made statements to that 
effect when people over the country, because of propaganda, have 
sought to minimize its work. 

Similarly, I have defended the Senate Finance Committee against 
such propaganda and unwarranted attack. 

This is a great committee. This committee really determines sucli 
actions by the House. And the actions of the House have more in 
fluence on the Senate than is generally supposed. Thus, you have a 
great responsibility. 

So I say, when this body enacts legislation which changes the enti 
perspective and basis of the Tariff Act, it should not be considered 
as a simplification bill. 


DOLLAR SHORTAGR A HOAX 


Manipulation of exchange rates for trade advantage Is a common 
and current form of piracy between foreign nations. When a nation 
sets a value on its own currency above its honest worth, they have wii 
they calla dollar shortage. When England said the pound was wort! 
$4.03, no one was paying over $2.60 for it. Because at that time, 
1948, vou could lay a dollar down on the bank counter in Singapore 
and the junior Senator from Nevada has done just that—and get S6-|! 
in Hong Kong money, and take $16.50 of Hong Kong money and buy a 
British pound, and spend it any place in the world. It was a free 
market and you could spend it anywhere. 

England did finally lower it to $2.80, which made it still overvalu 
by 20 cents. The dollar shortage was created by England by ove 
valuation of the pound. If they would let the pound reach its true 
value on the New York Stock Exchange and on the London Stoc! 
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Exchange and have a free exchange of European nations’ currency 
among themselves, there would be no dollar shortage, because they 
could “spend their own money any place in the world. Anyone would 
just as soon have a pound at what it is truly worth as to have the 
equivalent in dollars, 

Such legislation as the proposed Simplification Act would give 
legal recognition to currency manipulation. 

I want to thank you very much, Mr. Chairman, for your courtesy 
and consideration. 

The CHatrman. We thank you, sir. 

Are there any questions ¢ 

Mr. Reep. I would like to ask a question. 

I take it, Senator Malone, after your very fine statement, that you 
are opposed to sections 15, 14, 20, and 23 of this so-called simplification 
bill: is that right ? 

Senator Matonr. Yes, Mr. Chairman. I am opposed to legislation 
which institutes major changes in one of the vital principles affecting 
this country’s foreign trade to be introduced under the name implying 
it isonly a simplification bill. 

No doubt there is room for improvement in the old provisions, but 
to my mind the legislation before you would make matters infinitely 
worse. Therefore, it should be discarded until it is rewritten to actu- 
ally become what it is represented to be. 

Mr. Reep. In other words, you do not believe this question of GATT 
should be granted under the title of Simplification of Customs Laws? 

Senator Martone. I do not believe, Mr. Reed, that the Socialist 
plotters should be allowed to include the ITO provisions in GATT 
through back-door legislation which to the uninitiated and to the 
general public may look unimportant. 

Then, too, there are Members of the Congress who have other chief 
interests, and may not see the real significance of this maneuver. It 
Is Siar ta for one to watch all legislation, as you all know. Thus, 

-advised legislation might get by Senators and Congressmen who 
sa their major interests in other legislation. 

To me, this particular legislation is preposterous. It is contrary 
to all reason, all common sense. It should be condemned without 
reservation. 

The Cuarrmman. You do not wholeheartedly support the bill at all? 

Senator Matonr. I think the bill should be returned to its maker, 
and if he wants a simplification bill let him write one. If he wants to 
change the tariff act. let him write such a bill. We could then debate it. 

The Coatrman. We thank you, Senator, for your appearance. 

Senator Martone. Thank you, Mr. Chairman. 

The CHamman. The next witness is Mr. Marion R. Garstang, ap- 
pearing on behalf of the National Milk Producers Association. 

Mr. Garstang, will you give your name and address and the capacity 
you appear for the record ¢ 


STATEMENT OF M. R. GARSTANG, WASHINGTON, D. C., COUNSEL, 
NATIONAL MILK PRODUCERS FEDERATION 


Mr. Garstane. My name is M. R. Garstang, counsel for the National 
Milk Producers Federation. I have only three points to make in 
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connection with this bill, Mr. Chairman, and I shall do that ve: 
concisely, I think in less than 10 minutes. 

The National Milk Producers Federation is a N 
tion of dairy cooperatives. Its offices are at 1731 
ington, D.C. 

The federation has 92 direct member associations and some 600 © 
more submember groups. It represents approxi: ately 500,000 dais 
farm families and the cooperatives which they own and operate a 
through which they act together to process and market their produ 
About one-fifth of the milk or milk equivalent sold from farms in 1 
United States is marketed by producers through cooperatives « 
nected with the federation. 

The federation does not pretend to have expert knowledge on : 
ministrative features of the customs laws, nor is it directly interest 
in that field to any great extent. There are, however, one or | 
sections in the pending bill which do concern dairy farmers, and | 
these we would like to comment briefly. 

Subsection (b) of section 24 would reduce the import tax on adult 
ated butter to the level of the domestic tax. The import tax is 15 « 
per pound (26 U.S. C. A,, see. 2527, 2306), and the domestic tax |. 
10 cents per pound (26 U.S. C. A., see. 2521). 

Adulterated butter is butter to which a cheaper substance has been 
added, or which has been so processed as to cause it to absorb ab 
normally large quantities of water, milk, or cream, or which has 
been treated with an acid, alkali, chemical, or other substance 
deodorize it or remove rancidity (26 U. S. C. A. see. 2320 (b 

It is not a desirable product and the small amount of trade involved 
does not justify the risk to health and the trouble of regulating it. 
Instead of encouraging its importation by lowering the duty, 
should be barred completely in a country where there are ample su; 
plies of pure and wholesome dairy products available for all. 

The same argument applies in a somewhat lesser degree to fille: 
cheese. Subsection (c) of section 24 of the bill would reduce | 
present import tax of 8 cents per pound (26 U.S. C. A., see, 255) 
to the level of the domestic tax which is 1 cent per pound 
U.S. C. A. see. 2551). Filled cheese is an imitation or substi! 
cheese to which has been added animal or vegetable fats other 
the natural butterfat contained in the milk or cream from wh; 
is made (26 U.S. C. A.. see. 2350 (b)). 

Section 23 of the bill, page 38, would convert the present 
processing tax on coconut oil, palm oil, and palm kernel oi! 
import tax insofar as it applies to imported oils, or to imported rs 
products from which such oils are processed. 

If we read this amendment correctly, the processing tax of 5 
per pound would continue to be collected on the processing of don 
cally produced raw commodities (26 U. S. C. A., see. 2470). 1 
processing tax would not be collected on imported oils or raw 
modities, but an equivalent import tax would be collected 
items at the time of importation. The import taxes would not | 
subject to modification in trade agreement negotiations (H. R. 
sec. 23 (d)). 

The federation assisted in the passage of the legislation impo- 
the 3 cents processing tax, and we still feel that it is needed. 


ition-wide organiza. 


I Street NW. Wa: 


ner 
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Dairy farmers are substantial producers of edible fats, and all 
edible fats and oils are to some extent interchangeable and competitive. 

We are inclined to be suspicious of any tampering with this statute 
and would prefer to see it left alone. If it is changed, it is important 
that its status under the trade agreements be left unimpaired. 

To that end, the processing tax should continue to apply to do- 
mestic products and ‘the prohibition against modification of the im- 
port tax in trade agreements should remain in the final enactment. 

The present wording of section 23 (d) of the bill prohibiting 
nodification of the tax in trade agreements applies only to the oils 
and raw commodities. We think this should be made to apply also 
to mixtures containing such oils as taxed under section 23 (c) (1) 

of the bill, page 40, paragraph d. 

In conclusion, we would like to take this opportunity to express 
our earnest and since re apprec iution to Congress for providing fair 

d reasonable controls over dairy imports in the Defense Produc- 
tion Act Amendments of 1951. 

Previous controls over butter imports were scheduled to expire 
July 1, 1951. These were extended for a period of 30 days, and, in 
the meantime, the new control law was passed. The Department of 
Agriculture has acted under the new law to regulate imports. 

We are very much pleased with the new import law. We believe 
that it is fair, both to domestic producers and to importers. It 
provides a practical and flexible valve which will admit imports 
to the extent that we are able to absorb them, but which will ex- 

lude them when our own domestic source of supply would be im- 
paired. 

Surely, it would have been unwise in the present emergency to 
have sacrificed our domestic source of supply of such vital com- 
modities as milk and dairy products in favor of foreign sources which 
could be lost to us overnight in the event of full-scale war. 

It would have been equally unwise, when so much depends on 
maintaining a stable economy, to have embarked on another “potato 
deal” under the price-support program with unlimited and uncon- 
trolled imports. 

We submitted figures in connection with the import legislation 
howing that imported butter could be landed in this country with 
ill costs and duties paid for around 50 cents per pound, and in some 
cases even less. 

As stated above, the support price for butter in this country is 
(6 cents per pound, which returns to producers slightly under 90 
percent of parity. The butter manufactured during the flush sea- 
on last spring was put in storage at more than 66 cents per pound, 

In view of the foregoing, the disastrous effect of admitting un- 
controlled and unlimited imports of 50-cent butter can readily be 

magined. Only the action of Congress prevented a major disaster. 

For your help in this emergency, we are very grateful. 

The Cuamman. Have you cone juded your statement ¢ 

Mr. Garstang. Yes, sir. 

We are very, very grateful. 

The Carman. ‘Are there any questions ? 

Mr. Curtis? 
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Mr. Curtis. Is it true that in the request for changes in the price- 
control law, that there has been a request to eliminate this provision 
which you referred to for import controls ¢ 

Mr. Garsranc. There is a bill pending before the Senate Com- 
mittee on Banking and Currency to repeal that provision. That is 
section 104 of the Defense Production Act. 

Mr. Curris. And referred to as the Andresen amendment ? 

Mr. Garsranc. Yes, sir. 

Mr. Curris. You are opposed to the repeal of that amendment ? 

Mr. Garstanc. Very much so. 

Mr. Curtis. Thank you. 

The Cuarmman. We thank you for the information you have given 
to the committee. 

Mr. Garsranc. Thank you, Mr. Chairman. 

The CHatrman. The next witness is Mr. B. T. Rocca, vice president 
of the Pacific Vegetable Oil Corp. 

Mr. Rocea, will you give your name and address and the capacity 
in which you appear, for the benefit of the record ? 


STATEMENT OF B. T. ROCCA, JR., VICE PRESIDENT, PACIFIC 
VEGETABLE OIL CORP. 


Mr. Rocea. My name is B. 'T. Rocea, Jr., 62 Thompson Street, San 
Francisco, 

The Cuamman. About how much time will you need, especially, 
Mr. Rocea / 

Mr. Rocea. T think about 15 or 20 minutes, Mr. Chairman. If the 
committee would prefer, I will postpone my departure and be heard 
tomorrow morning. 

The Caaiman. If you can be heard in 15 minutes, we will hear you 
this afternoon. 

Mr. Rocca. I hope we can have some questions because some of the 
items I have to discuss are somewhat controversial and L would like 
to have an opportunity to bring that out in questioning. 

The Cuamman. In that connection, you can just question yourself 
and answer your own questions. 

Mr. Rocea, Very well, sir. 

Mr. Chairman and members of the Ways and Means Committee, 
I am the vice president of the Pacific Vegetable Oil Corp. at 62 Town- 
send Street, San Francisco 7, Calif. 

I am here to represent the National Institute of Oilseed Products 
and to present a resolution of the Pacific Coast Renderers Association 
in connection with section 23 of the Customs Simplification Act of 
1951. 

The National Institute of Oilseed Products is composed of some 50 
members comprising oil mills, processors, importers, steamship com- 
panies, insurance companies, and others largely connected with the 
copra and coconut-oil industry. 

All of us are very seriously concerned about the continuing decline 
in the quantity of copra which we have been able to import for manu- 
facturing in the United States, a decline due to our inability to com 
pete on equal terms with foreign buyers who, unlike ourselves, have 
no processing taxes to pay on the product of their industry. 
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This decline in copra imports started since 1947 when our imports 
of copra amounted to 677,661 short tons. In 1948, our imports were 
448.862 tons. In 1949 imports were 428,250 tons, representing a de- 
cline of about 37 percent from 1947. 

In 1950 the trend was temporarily reversed as a result of the 
Government stockpiling program for coconut oil. 

However, during the first 7 months of 1951 imports were 33 percent 
below the 1947 rate despite the stockpiling program. The figures of 
the Munitions Board stockpiling program are, naturally, confidential, 
but in this connection it is interesting to note that imports for the 
year 1950 exceeded consumption by nearly 200 million pounds. 

Although we have no means of knowing when the stockpiling pro- 
gram will be completed, it is certain that one day that will come to 
pass and from the present reduced tempo of buying by the Munitions 
Board, the program may already be coming to an end, 

In any event, in 1951 the trend toward a further reduction in our 
imports of Philippine copra and coconut oil has continued until i 
August of this year shipments of copra from the Philippines to the 
United States totaled only about 25,000 tons out of 78,000 tons ex- 
ported from the Philippine Islands—thus, roughly, one-third of the 
total Philippine shipments of copra was shipped to the United States 
and approximately two-thirds elsewhere. 

These shipments of 25,000 tons a month contrast with earlier periods 
as follows: 

Prewar, approximately 90 percent of Philippine copra and coconut 
oil were shipped to the United States; 

In 1948, 71 percent; in 1949, 69.5 percent; and in 1950, 67.3 percent 
was shipped tothe United States. 

Despite the Munitions Board stockpile program during the first 8 
months of this year, only some 50 percent has been shipped to the 
United States. Unless the processing tax on coconut oils enables us 
to compete with the foreign base on this, we can only expect the unfor- 
tunate trend to continue. 

The principal reason for this changing situation is to be found in 
the fact that the entire fats and oils economy of the United States was 
changed during the war and subsequently. From a net importer of 
fats and oils in prewar years we have now become a very substantial 
net exporter of fats and oils. 

Under these circumstances the price level of fats and oils in the 
United States is no longer the world market price plus import duties 
and processing taxes, but is rather the world market price less freight 
and transportation charges in moving American fats and oils into that 
world market. 

Thus it is that import duties and processing taxes originally de- 
signed for the protection of domestic producers now militate against 
the very interests they were originally designed to protect. 

For example, it is clear that when we were importing cottonseed oil 
the import duty of 3 cents per pound afforded a definite protection to 
domestic producers. Tlowever, when we are exporters of cottonseed 
oil it is equally clear that the import duty has no effect at all upon the 
price level in the United States whether that duty be 3 cents per pound 
or 3 dollars per pound, , 
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The same consideration would be true for tallow, lard, and soybeai 
oil—all of which are now being produced in the United States con 
siderably in excess of domestic requirements. This trend is a con- 
tinuing one. Net exports for the first 6 months of 1951 have already 
reached 530 million pounds. 

I think it is quite clear from this that we have an entirely different 
situation than we had before the war when the processing tax was 
imposed. 

ee it is indeed evident that since our cottonseed produc 
tion from this year’s crop is some 70 percent above last year’s, our 
soybean crop approximately the same as last year’s record crop, and 
our tallow and lard production are estimated to be from 5 to 7 percent 
larger than last year’s, it is going to be necessary for the United States 
to export vastly larger quantities of fats and oils in the future. 

It behooves us, therefore, to do everything we can to encourage the 
development of that export market. One of the best things that could 
be done along these lines would be to eliminate the United States proc- 
essing tax on coconut oil and thereby increase the world market price 
of coconut oil, with which our oils must compete in this world market. 

Today Philippine coconut oil is the cheapest vegetable oil in the 
world market, and the most expensive in the American market, due 
in large part to the 3 cents per pound processing tax levied on this oi! 
when consumed in the United States. Elimination of this tax with 
subsequent improvement in the tax-free price would certainly assist 
us in marketing in the world market our surplus supplies of tallow, 
lard, cottonseed, and soybean oils. 

Nor can it be legitimately argued that the removal of this tax will 
result in reducing the market price of our American fats and oils in 
the domestic market. The price level of all of these fats is now set 
in the world market rather than in the American market. 

For example, the world market price of soybean oil is currently 
approximately 1614 cents per pound, c. i. f. European ports, and the 
American market price is precisely this value less the freight and other 
charges incurred in delivering the oil from our soybean oil mills to 
Europe. 

Likewise, the world market price for prime tallow is currently 
approximately 12 cents per pound and the American market price is 
12 cents per pound less the cost of shipping from the United States 
producer to these European destinations. 

It is this foreign market which more than anything else has enabled 
tallow producers to improve their price from 5 or 6 cents per pound in 
May and June of last vear to its current level. 

How can it be legitimately argued that the price of tallow was de 
pressed by large imports of coconut oil when coconut oil at that time 
was priced fully 10 cents per pound higher than tallow on a delivered 
Chicago, tax-paid basis? Even assuming that the cancellation of the 
tax would result in a reduction in the market price for coconut oil in 
the United States of the full 3 cents per pound, coconut oil would stil! 
be priced far above tallow in the American market. 

Under the circumstances now confronting the American fats and 
oils industry tallow has nothing to fear from coconut oil competition 
in the American market with or without a processing tax. What they 
do need to fear is the rapidly developing competition of the synthetic 
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detergents and without the ready availability of coconut oil at reason- 
able prices tallow in the soap kettle cannot meet such competition on 
equal terms; this for reasons which have been adequately and well 
= ained in the presentation previously made before this committee 
by Judge Bell. 

It should be stated that whether the National Renderers Association 
realizes it or not, the interdependence of tallow and coconut oil i 
recognized by the Pacific Coast Tallow Producers Association. 

This is evidenced by the resolution of the Pacific Coast Renderers 
Association dated September 6, 1951, which I would like to introduce 
at this point, and, with the committee’s permission, I would like to 
read it. 

For the sake of brevity, I will not read the resolution in toto. 

However, | would like to read merely the conclusions. It is par- 

ticularly important because of the testimony previously given before 
the committee by the national association pur port ing to show that the 
removal of this tax would be adverse to the interests of domestic tallow 
producers. I will read only the last whereas of the resolution : 


Whereas the processing tax of 3 cents per pound on coconut oil retards the 
use of sufficient quantities, or a suitable percentage in ratio to animal fats, by 
increasing the cost of soap above competitive levels and has the effect of a subsidy 
to detergents: Therefore be it 

Resolved, That this association reaffirms its opposition to the processing tax 
on coconut oil, and petitions the Congress of the United States of America to 
repeal such tax on the grounds that the original purposes of the tax no longer 
exist, and its continuance unfair to the soap industry and the producers of 
animal fats—90 percent of which are utilized in the manufacture of soap, and 
who are now facing a constriction of consumption due to competition from petro- 
leum-based detergents, 

With your permission, I would like to submit the entire resolution 
for the record. 

The Cuarmman. Without objection, it is so ordered. 

(The information referred to is as follows :) 


RESOLUTION OF Pactrric Coast RENDERERS ASSOCIATION 


Whereas the Pacific Coast Renderers Association has opposed the imposi 
tion of a processing tax on coconut oil consumed in the United States, since its 
inception; and 

Whereas it has been the firm conviction of the members of this association 
that such a tax was designed primarily to reduce and hinder the competition 
of margarine manufactured from imported coconut oil, and to aid the Philip- 
pine Islands, then under our jurisdiction ; and 

Whereas coconut oil has since been displaced in the manufacture of shorten- 
ing and margarine by domestic cottonseed and soya-bean oils, and now is 
confined to specialty uses in the edible field: and 

Whereas a very substantial portion of the coconut oil consumed in the 
United States is utilized in the industrial field, primarily in the manufacture 
of soap; and 

Whereas the lauric-acid content of coconut oil is vital to the manufacture 
of a free lathering soluble soap of good quality, in combination with animal 
fats: and 

Whereas animal fats lack the virtues of coconut oil and produce an un- 
satisfactory quality of soap without a sufficient admixture of coconut oil: and 

Whereas a mixture of animal fats and coconut oil is essential and im- 
perative to produce a marketable soap; and 

Whereas soap consumption in 1949 and 1950 was smaller than in any other 
years since 1921, according to the Bureau of Agriculture Economics, United 
States Department of Agriculture; and 

Whereas a new washing compound, known as detergents and produced from 
byproducts of petroleum, has invaded the field of washing compounds in com- 
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petition with oil- and fat-based soaps; and has captured 31 percent of na- 
tional sales of nonliquid soaps and detergent sales and 50 percent of package 
(nonbar) soap and detergent sales in 1950, and which has been increasing at 
a rapid rate since 1945; and 

Whereas such detergents have the virtues of free lathering and quick solu- 
bility, even in hard-water areas, which embrace a large portion of the United 
States; and 

Whereas the basic cost of petroleum is low compared to the cost of pro- 
ducing, collecting, and processing of animal fats into tallow ready for the 
soap kettle; and 

Whereas the processing tax of 3 cents per pound on coconut oil retards the 
use of sufticient quantities, or a suitable percentage in ration to animal fats, 
by inereasing the cost of soap above competitive levels and has the effect of 
a subsidy to detergents : Therefore be it 

Resolved, That this association reatlirm its opposition to the processing tax 
on coconut oil and petition the Congress of the United States of America to 
repeal such tax on the grounds that the original purposes of the tax no longer 
exist and its continuance unfair to the soap industry and the producers of 
animal fats, 90 percent of which are utilized in the manufacture of soap, and 
who are new facing a constriction of consumption due to competition from 
petroleum-based detergents. 

The secretary of this association is instructed to forward copies of this 
resolution to the National Renderers Association, to the national directors 
and regional associations, to soap manufacturers on the Pacitic coust, and all 
other interested parties. 

JoserHu Frrpo, 

Lioyp HYGELUND, 

Wa. A. Korew er, 

THomas N. Conway, 

KENNETH REINHARDT, 
Directors. 

Lovis Ortrone, Jr., President. 

Nets HAmMpers, Secretary. 

Mr. Rocca. A check of our import statistics will indicate that our 
imports now consist of rapeseed oil, oiticica oil, sesame-seed oil, 
babassu oil, palm oil, castor oil, tung oil, and, of course, coconut oil. 
All of these oils which are now being imported into the United States 
are oils which are either not produced at all or produced in inadequate 
quantities in the United States and which have such special properties 
that domestic fats and oils cannot readily be substituted for them. 

Nowhere on the list, except in minute quantities from contiguous 
territories, will you find soybean oil, peanut oil, cottonseed oil, lin- 
seed oil, tallow, lard, or any other fats or oils which would otherwise 
compete with them in the American market. 

It will therefore be seen that this 5-cent processing tax is of no par- 
ticular value to anybody and is a definite handicap to our industry. 

Summing up the entire position, then, we find the following: 

The circumstances which existed at the time the processing tax 
was menees no longer exist in that the United States has become a 
very substantial exporter rather than an importer of fats and oils. 

As a result of this changed economic condition and the 3-cents- 
per-pound processing tax, the American copra-crushing industry is 
unable to compete on equal terms with European and other buyers 
for the available supply of Philippine copra. 

The soap industry is fighting a losing battle against synthetic de- 
tergents largely because of the higher domestic — occasioned by 
the processing tax and the reduced supply of Philippine coconut 
oil for use along with our domestic tallow in the manufacture of a 
soap which could compete on more favorable terms of price and 
quality with synthetic detergents. 
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The elimination of the 3-cents-per-pound processing tax would do 
much to alleviate this situation without in any way injuring domestic 
producers of fats and oils. In fact, this action would enhance the 
export market for domestic fats and oils by increasing the world 
price of Philippine coconut oil with which they compete. 

Lastly, improvement in the world market price of Philippine coco- 
nut oil brought about by the elimination of this processing tax would 
be of very real and material assistance to the Philippine economy, 
an economy in which the United States has already indicated it has 
a large and continuing interest, at least to the extent of 850 million 
for each of the next 5 vears. 

Mr. Chairman, that concludes my formal statement. I would like 
to take this opportunity to answer a question or two that was asked 
of Judge Bell, and which he asked me to answer in his stead. 

The Cuammayn. All right, sir: go ahead. 

Mr. Rocca. It was asked after Judge Bell’s testimony whether 
the National Institute of Oilseed Products would prefer to have the 
tax left as a processing tax or put on as an import duty, assuming 
for the minute that there is no possibility of repeal. 

And the answer was that we would prefer to have it left as a proe- 
essing tax. 

The reason for this is that to pay the tax at the time of importation 
would impose a financial burden on the copra-crushing industry 
of some $50 million, a burden which we are not well prepared to 
assume at a time when we are already facing a very severe hardship. 

You see, at the present time, the processing tax is collected only at 
the time that the coconut oil is manufactured into an end product. 
If it were collected at the time of importation, the tax would have 
to be paid some 2 months earlier, on an average. 

Another question which was asked would be: If the processing 
tax is eliminated, where would the loss fall? 

That question was asked of Dr. Coulter this morning. The an- 
swer that he gave was that this loss would fall on the domestic 
producer of fats and oils. LT hope that I have shown that that is 
not the case. 

The American producer of fats and oils would suffer nothing 
vith the processing tax on coconut oils removed. There would, 
of course, be a loss of revenue to the Treasury Departme:.t by the 
amount of that tax. 

According to Dr. Coulter’s testimony, that would be a maximum 
of $30,000,000. 

Based on our current reduced rates of imports, the loss would 
he correspondingly less. 

(The following telegram was subsequently received :) 

SAN FRANCISCO, CALIPF., 
September 19, 1951. 
Judge C. JASPER BELL, 
Washington Hotel, Washington, D.C.: 

Understand transcript my testimony indicates “loss of revenue as $30 million” 
Whereas actually I said maximum revenue according to Dr. Coulter thirty million 
per annum and actual revenue loss much less considering sharply reduced ship- 
ments. In fact, understand revenue fiscal year ending June 30, 1950, $13,83s,- 
638.19. Can you arrange correction? 

Rocca, 
Pacific Vegetable Oil Corp. 
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However, that would not be a net loss. Of course, we all are 
concerned with the raising of revenues which we need to finance 
our Government. However, we do not believe that we as a small 
industry should pay a disproportionate tax, a tax which is not 
paid by our competing industry—that is, the synthetic detergents— 
and, furthermore, a tax which is not paid by our foreign competi- 
tion for this raw material. 

There would be compensations for the loss in revenue. First of 
all, in the improved condition in the Philippine Islands, would cer- 
tainly have some effect upon the amount of aid which the Congress 
felt obliged to supply the Philippine Government. 

There would also be an improved condition within our industry; 
and the increased earnings of our industry, of course, are subject 
to taxes, and would consequently come back into the Treasury in 
that form. That is to say nothing, of course, of the advantage to 
the consumer, who, as Mr. Doughton said earlier, must be considered 
here. 

The entire tax would not go to the Philippine producer. Some 
of that advantage, unquestionably, would go to the American con- 
sumer. 

The Cuamman. Does that conclude your statement ? 

Mr. Rocca. That does, Mr. Chairman. 

Mr. Kine. Mr. Chairman ¢ 

The Cuarrman. Mr. King. 

Mr. Kine. Mr. Roeca, what is your background or experience in 
the oils field ¢ 

Mr. Rocca. Mr. King, I have been with the industry since 1937. 
During the war years 1 was asked to come to Washington, where I 
was Chief of the Fats and Oils Section of the Commodity Credit 
Corporation for about 2 to 3 years. Subsequently, I was Director 
of the Procurement Import Division of the Fats and Oils Branch. 

Upon the termination of the war, about 6 months after peace 
with Japan, I returned to private industry in the fats-and-oils busi- 
hess. 

Mr. Kine. What is your explanation, Mr. Rocca, for the fact 
that the Pacific Coast Renderers Association is opposed by the Na- 
tional Renderers Association ? 

Mr. Rocca. It seems to me that the Pacific Coast Renderers Asso- 
ciation have given more careful thought to the changing conditions 
which have come about in our fats-and-oils industry. ‘They realize 
that it is absolutely essential to the tallow producers of this country 
to develop our export market. 

Last year we exported 24 percent of the total tallow produced in 
the United States. 

Were the French Government, or the Belgian Government, to im- 
pose a 3-percent-per-pound tax on American tallow, it would be well 
nigh a disaster to our American tallow industry. 

I think they also realize the importance of having coconut oil in 
the manufacture of a soap which can compete more successfully with 
the synthetic detergent. 

Mr. Kine. That is all I have, Mr. Chairman. 

I had another question or two, but Mr. Rocca has very ably an- 
swered them in his statement. 
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The Cuatrman. Mr. Eberharter? 

Mr. Exernarrer. What do they use to make these synthetic 
detergents ¢ 

Mr. Rocca. Synthetic detergents are primarily the product of the 
petroleum industry and the coke ovens. I am not sufficiently versed 
in chemistry to know exactly how they are used, but they are princi- 
pally from that base. 

We are not asking that we be given any favoritism over the synthetic 
detergents; we are only asking that we be placed in a position to 
compete on equal terms. 

We are an American industry also, and we feel that we should be 
given the opportunity to compete on equal terms, not only domestic- 
ally but in the world markets. 

The Cuairman. We thank you for your appearance and for the 
information that you have given the committee. 

Mr. Rocca. Thank you, Mr. Chairman; it has been a pleasure to 
be here. 

The CHammMan. That completes the calendar for today with the 
exception of Mr. Winthrop G. Brown of the Department of State. 

If it is convenient for Mr. Brown, we will hear him tomorrow 
morning. 

Without objection, the committee will recess until 10 o’clock tomor- 
row morning. 

(Whereupon, at 4: 15 p. m., the hearing was recessed, to reconvene 
at 10 a. m. Tuesday, September 18, 1951). 
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TUESDAY, SEPTEMBER 18, 1951 


House or Represenvrarives. 
Com™Mirree oN Ways anp MEANS, 
Washington. D.C. 

The committee met at 10 a. m., pursuant to recess, in the Ways and 
Means Committee Room. New House Office Building, Hon. Robert L. 
Doughton, chairman of the committee, presiding. 

The Cuairman. The committee will be in order. 

Mr. Stwepson. Mr. Chairman ¢ 

The CuatrMan. Mr. Simpson. 

Mr. Simpson. I raise the point of order that a quorum is not 
present. 

The Cuamman. Evidently, there is not a quorum present. The 
clerk will call the roll. 

( Whereupon. the clerk called the roll.) 

The Cuainmanx. Six member have answered to their names. There 
is not a quorum. We will wait a short while and see if we can obtain 
a quorum. 

( Discussion off the record. ) 

The Cuatmmanx. The clerk informs me that a quorum is present. 

Mr. Forand ¢ 

Mr. Foraxp. Mr. Chairman, I ask unanimous consent to include in 
the record of the hearings a letter IT have received from the Woon- 
sockett, R. L.. office of the United States Rubber Co. protesting against 
this measure. 

The Cuamman. Without objection, it may be included in the 
record. 

(The letter referred to is as follows:) 

Unirep Strares Ruprer Co., 
Woonsocket, R. 1., August 21, 1951. 
The Honorable Aime J. Foxranp, 
House Office Building, Washington, D.C. 

Dear Mr. Foranp: Public hearings are being held this week before the House 
Ways and Means Committee on the Customs Simplification Aet (bill H. R. 1535). 
This is the bill containing a provision (see. 14) calling for the elimination of 
the American selling price as the basis for computing duty on canvas and water- 
proof rubber footwear. 

Last year, both labor and management involved in the manufacture and dis- 
tribution of rubber footwear, devoted much study to H. R. S804 (Sist Cong., 
2d sess.), the proposed Customs Simplification Act of 1950.) The bill proposed 
in general many constructive and long overdue changes in customs procedure. 

We did, however, object to one provision in the measure. That was section 14 
which, if it had been enacted, would have jettisoned the American selling price 
principle as a basis for computing import duties on rubber and canvas footwear. 
The bill would have substituted a “foreign export valne” as the basis for com- 
puting duty. We felt that this involved a substantive change in the law and 
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was not for that reason relevant to a measure pointed otherwise at stream- 
lining customs procedure. 

The bill has now been reintroduced in the Eighty-second Congress (H. R. 
1535) and contains the same objectionable provision (sec. 14) eliminating the 
American selling price principle. This section provides that the Tariff Com- 
mission shall certify to the President a rate of duty for each classification of 
articles “whieh the Commission estimates to be reasonably equivalent.” 

It is our thinking that even if the authors of the bill sincerely intended to 
provide the same level of relief under the proposed revisions, they could not 
make good. Experts in customs matters support us in this view. The proposed 
bill does not outline a detailed procedure for converting the tariff protection to 
the same level under the proposed revision. As far as we can learn, the Tariff 
Commission has not agreed on a procedure of any kind to meet the new proposed 
provisions, much less one that will guarantee our industry the same protection 
as it now has under the American selling price. No information has been 
received from Tariff Commission or State Department to convince us that a 
workable scheme can be devised under the new law to give us this same pro- 
tection, 

How would the Tariff Commission set up a schedule of tariffs which would 
tnke account of the fluctuations in the price of imported goods and the price of 
like or similar American goods, if we are to have the same protection as under 
American selling price? 

It becomes evident that there is no workable substitute for the American sell- 
ing-price method which will give the industry the same level of protection, when it 
is realized that there are hundreds of different rubber footwear items. 

Some of the letters last year from the State Department indicated a misunder- 
standing of the American selling-price principle and the conditions under which 
it was enacted into law by Congress about 25 years ago. It was implied that 
the United States Government, apparently upon the urging of American industry, 
adopted the American selling price as a “device to conceal the real amount of 
protection actually enjoyed by this and the other industries concerned.” 

Congress set the American selling price as a basis for duty valuation because 
other methods of valuation were not adequate; and one of the inadequacies was 
the inability of American officials to obtain accurate information on foreign 
costs. This was particularly true with reterence to rubber footwear. In this 
respect, the situation is even worse today. 

Czechoslovakia is the American rubber footwear industry's most serious com- 
petitor for the domestic market. Can the Tariff Commission or the State De- 
partment get trustworthy data on costs of production in Czechoslovakia today ? 
Does anyone in our Government have accurate figures on the labor and material 
costs represented in a pair of rubber gaiters from a Czech factory landed in 
New York today? 

Instead of concealing the facts about the amount of duty, the American sell- 
ing price makes it easy for a foreign competitor to determine the amount of 
duty be has to pay in relation to his costs of production. 

From whom are the facts as to the real amount of protection concealed? Not 
from the Czech manufacturer. Under the American selling price he is the only 
person who knows the actual rate of duty based on his export value or any 
other value. And under the American selling price usually he ean determine 
what his duty will be even before he begins to manufacture. The only thing 
that would change his estimate would be a change in the selling price of the 
American article like or similar to the one he is producing, and the adjustment 
in any event would be negligible. 

The American rubber-footwear industry can stand no further euts. In fact, 
competitive footwear made in low-wage countries abroad is seriously threatening 
the industry under the existing duties. Labor constitutes approximaely 47 per- 
cent of the factory cost of canvas and waterproof rubber footwear, This is the 
labor of American workmen and wages paid in this industry in this country are 
far hicher than those in any other country. The materials used by American 
manufacturers of canvas and waterproof rubber footwear are, with the exception 
of natural rubber, American made, and here again this industry is at a disad- 
vantage as against the use of materials produced in foreign low labor cost 
countries. 

The manufacture of rubber footwear is an essential part of our national 
economy. It is vital to our national defense. During the last war this industry 
furnished our armed forces wih more than 45,000,000 pairs of rubber footwear, 
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In the same faciilties, it also made life rafts, fuel cells, raincoats, life vests, and 
other similar war products. Without a going rubber-footwear industry our 
national~jefense program Would be seriously impaired. 

Thirteen companies are engaged in the manufacture of rubber and canvas 
footwear and employ more than 20,000 men and women with sales of approxi- 
mately $100,000,000, 

It is one of the truly American industries—foreign manufacturers having 
copied its styles and methods. The low labor rates and cheaper materials costs 
of foreign manufacturers, particularly Czechoslovakian and Japanese, combined 
with lower tariffs, would mean the loss of jobs to thousands not alone in this 
industry but in the factories of its suppliers and in the stores and shops in the 
communiies which serve its workers. 

It is clear that the elimination of the American selling price, through H. R. 
1535 or any other measure, would adversely affect the American rubber-footwear 
industry, its stockholders and its employees, and eventually the American public 
who look to this industry to supply it with essential waterproof-rubber and 
rubber-soled canvas shoes, 

We earnesly solicit your support for the elimination of this section 14 from 
the bill which is now under consideration in the House Ways and Means 
Committee. 

Sincerely yours, 
H. N. Barketr, 
General Superintendent. 


The CHamman. The first witness this morning on H. R. 1535 is 
Winthrop G. Brown, of the Department of State, Otlice of Inter- 
national Matériels Trade Policy, Washington, D. C. 

Mr. Brown, will you give us your name and address and the capacity 
in which you appear, for the record ¢ 


STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF INTER- 
NATIONAL MATERIELS POLICY, DEPARTMENT OF STATE 


Mr. Brown. My name is Winthrop G. Brown. I am Director of 
the Office of Matériels Policy in the Department of State. 

I am appearing in support of H. R. 1535. 

The Cratmrman. Mr. Brown, do you prefer to make your statement 
free of-interruption and yielding for questions at the conclusion of 
your statement ¢ 

Mr. Brown. I would appreciate that very much, Mr. Chairman. 

The Cuaiman. Without objection, we will proceed under that 
understanding. You may proceed, Mr. Brown. 

Mr. Brown. Thank you. 

The Department of State warmly supports the provisions and ob- 
jectives of the customs simplification bill. The bill is in keeping with 
the long-run objective of this Government of expanding trade among 
the free countries of the world and of maintaining a place for private 
enterprise and private initiative in that trade. 

I want, of course, to avoid covering any of the ground which repre- 
sentatives of the Treasury Department have already ably covered. 

Accordingly, I shall confine my remarks to the features and ob- 
jectives of the bill which are of special interest to the Department of 
state. 

To begin with, the Department feels that this bill deals with a 
problem of considerable proportions, on which some remedial action 
is long overdue. 

As our customs legislation has developed over the years, complex 
procedures have been adopted, many of which have placed serious im- 
pediments in the way of imports and have acted as a means of pro- 
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tecting domestic industry in ways which were not originally intended 
by the Congress. 

We have always felt, and I am sure that the committee agrees, that 
any protection which a country extends to domestic pew should 
be open and apparent, and that protection through administrative 
procedures is undesirable in principle. 

This is a problem which has developed not only in American cus- 
toms procedure but in foreign procedure as well. 

We would like to see this sort of practice eliminated throughout the 
world, in order to eliminate an impediment to our trade and a source 
of avoidable and unnecessary misunderstanding among countries. 

Grievances and misunderstandings on trade matters often strongly 
affect the atmosphere in which larger issues of foreign policy are 
decided. 

In the course of any day, we deal with foreign governments on a 
great variety of issues. Our discussions with their representatives 
are likely to range from complaints on the treatment of their cheese or 
their bricks in American customhouses to questions of a common 
international policy of raw materials or on the China embargo. These 
discussions do not take place in watertight compartments. 

The kind of treatment that foreign cheese and bricks and razor 
blades get in American customhouses has a perceptible influence, di- 
rectly and indirectly, on the attitudes of governments on such problems 
as sharing their scarce materials with us, or cutting off their trade with 
the Soviet bloc. 

The Department’s interest in the bill arises from other factors, as 
well. As you know, the free nations of the world have been working 
through such international organizations as the North Atlantic Treaty 
Organization and the Organization of American States to build up 
their economic and military strength to resist aggression. 

These extraordinary efforts cost dollars. For a good many countries 
the choice is either to tind the means of increasing their dollar earnings. 
or toask the United States for additional aid. Otherwise, they may be 
unable to reach the military and economic goals which have been set. 

In this situation, it is in our interest that any unnecessary impedi- 
ment to their exports here should be set aside. Of course, this does not 
mean we should eliminate import barriers to a degree which would 
imperil American industries. 

This bill does not aim at the elimination of such essential barriers. 
It is aimed at brushing aside some of the patent nuisances and clear 
inequities which have developed over the years, sometimes as an 
unintended and unanticipated result of existing legislation. 

It is hard to say with any degree of certainty how this bill will 
affect dollar earnings. In the short run, the effect will probably be 
very slight. Over the years, however, it is to be anticipated that the 
elimination of the impediments and inequities that are dealt with in 
this bill would tend to increase the interest of other countries in the 
American market. It would tend to eliminate the general impression, 
which is very widespread abroad, that the admission of foreign goods 
through the American customs is a difficult, time-consuming, and 
unpredictable process, 

By the same token, the enactment of this bill will give the United 
States a better basis for obtaining improvements in the customs 
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administration of other countries, thereby increasing the oppor- 
tunities of American traders abroad and increasing the two-way 
flow of international trace. 

The bill has another important implication. As you know, ever 
since the end of World War II, any firm which has been in the 
business of international trade has been almost smothered ino red 
tape. The special problems of the postwar world, including cur- 
rency shortages and capital flights, have forced a good nian coun. 
tries of the world to develop elaborate systems of contre! over inter 
national trade movements. 

This country has taken the lead in international organizations 
in trying to obtain agreement on the simplification of these control 
systems, 

In the vear just before the outbreak of the war in Korea, it began 
to look as if some progress was being made. Countries were begin- 
ning to simplify their import and export controls, 

Under our leadership, rules of the fame began to be developed, 
aimed at reducing the difficulties in making goods across national 
boundaries. This progress was not spectacular but it was real 
enough, 

In other words, we were beginning to restore the conditions in 
which free enterprise could operate in international trade with a 
minimum of interference by governments. 

Korea and its aftermath made progress more difficult) again. 
Countries have had to reestablish some of their import and export 
controls as part of their efforts to obtain scarce materials, to hold 
down inflation, and to conserve scarce currencies. 

But we have not lost sight of our goal. We are still working toward 
the day when private initiative and private enterprise will be able to 
move goods in international trade without unnecessary Govern- 
ment restraints. 

We have discussed these problems frequently with other coun 
tries and have reached a considerable measure of agreement as to the 
principles which should be applied in this field of customs administra- 
tion. The General Agreement on Tariffs and Trade contains a number 
of provisions which cover subject matter similar to that obtained in 
the bill. 

For example, the ugreement contains prov isions aguinst the use of 
internal taxes on a basis which discriminates against foreign products. 
The agreement also contains provisions on the valuation of products 
for customs purposes, 

Most of these provisions on customs treatment were either initially 
suggested or warmly supported by the United States. 

For the most part, they represent existing American practice. 

In any case, they seem to this Government to represent the kind of 
rule best calculated to permit international trade to be conducted on 
ul sound basis. 

They reduce the possibility of capricious and inequitable adminis- 
tration in the custombhouses and take some of the uncertainties out of 
international trade. 

The provisions of the General Agreement are, I believe, in all re- 
spects, consistent with this bill. The General Agreement is, however, 
tt present, only provisionally in force, which means that on govern- 
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ment is obliged to alter existing legislation which may differ from it. 

One of the great advantages to be derived from the passage of this 
bill would be that we would then have brought our procedures into 
harmony with the customs provisions of the General Agreement, and 
would be better able to press other parties to the general agreement 
to do likewise. This would mean simplification, clarification, and im- 
provement of other countries’ customs procedures along lines which 
we believe to be sound and to the benefit of our export trade. 

Now, I understand that there have been, in the course of the hear- 
ings, quite a number of questions about the General Agreement and 
the valatinnstiin of this bill to it. I am prepared to go into this mat- 
ter with members of the committee in as great detail as they would 
like me to do. 

I want to make one thing perfectly clear at the outset. That is 
that the Department of State would be here today supporting this 
bill if there were no General Agreement at all. We support this bill 
and the provisions in it because we believe they are good policy for 
the United States, advantageous to the United States, and because 
they simplify and make more uniform our customs procedures. 

We are not here advocating this bill because of the fact that com- 
parable provisions exist in any international agreement, but we do 
say that if the Congress should approve this bill, as we hope it will, 
we will then be in a better position, because of the existence of this 
agreement, to extend what we believe to be the sound policy contained 
in this bill, to other countries to the benefit of our own export trade. 

So, in conclusion, Mr. Chairman, may I return to a point which I 
made earlier. I do not want to overemphasize the role which the 
customs treatment of foreign goods plays in the total conduct of 
our foreign relations. But there is some danger in evaluating this 
factor in the tendency to underemphasize, rather than to overempha- 
size the problem. 

As long as our treatment of foreign goods seems capricious, in 
equitable, or unduly restrictive, it is bound to engender retaliation 
against American goods abroad, and to develop unnecessary resist- 
ance and hostility to our proposals in trade and other fields. 

The department feels that the enactment of the provisions in the 
customs simplification bill will go a considerable way toward elimin- 
ating the basis of many long-standing complaints that United States 
customs procedure is unnecessarily harsh and inequitable in its ap- 
plication to many products. 

From this point of view, the bill is a costless way of adding to 
the mutual good will of the nations of the free world and to fruitful 
and friendly trade between them. 

The Cuairman. That concludes your statement ? 

Mr. Brown. Yes, sir. 

The Cuairman. There are just a few questions I would like to ask. 

This is a customs simplification bill, as we understand it, primarily. 
From the standpoint of the State Department—and you speak from 
the standpoint of the State Department—is the purpose of the bil! 
to make tariff reductions, or is it to simplify and modernize the customs 
procedure ¢ 

Mr. Brown. From the point of view of the State Department, Mr. 
Chairman, the purpose of this bill is not to effect any tariff reductions, 
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or to do anything about the level of tariff protection. The purpose of 
this bill, as we understand it, is to simplify and modernize our pro- 
cedures, to make them more uniform and more understandable and 
more easily administered. 

That has two great advantages. It has the great advantage of 
making the work of the customs administrators here in this country 
less complicated, less time consuming, and less expensive. 

It has the other great advantage of making it easier for the people 
who engage in international trade, both our own citizens and others, 
to reduce the burden which is imposed upon them in paperwork and 
red tape and uncertainty. 

So that the whole process of both administering and operating under 
the customs administration is smoothed out and made more simple 
and more efficient. 

The CHairman. Some of the witnesses who have appeared have 
seemed very definitely of the opinion that regardles of what might 
be the purpose or intent of the bill, it might be utilized for the purpose 
of substantially lowering the tariff rates not intended under the tariff 
laws. 

You feel that there is no such purport and it would not be sus- 
ceptible of such interpretation in administration ¢ 

Mr. Brown. No, sir; I do not think it would. I have personally 
been responsible for the work in the Department of State in collaborat- 
ing with the Treasury and other agencies of the Government in 
connection with this bill, and I can assure you that there has been no 
suggestion or intent of that kind on our part. 

I find it very difficult to conceive how any of the provisions of 
this bill could be used in that way, even if anybody wanted to. 

The Cuatrman. In your opinion, would section 2 of the bill, which 
deals with requirements of proof of injury in dumping cases, con- 
stitute a serious relaxation in the protection which has been afforded 
to the American producers ? 

Mr. Brown. No, sir. As I understand it, section 2 of the bill would 
bring the text of the legal provisions into conformity with the actual 
practice under which the dumping provisions have been administered 
over the years, and would not involve a significant change in admin- 
istration, or any relaxation of the safeguard which this section gives 
to the domestic producer. 

The CuHarrman. Would the abandonment of the American selling 
price alternative method of valuation result in a lower degree of pro- 
tection for American producers of chemicals, rubber footwear, and 
similar articles that are now receiving the benefit of our American 
selling price? That question has been raised. 

Mr. Brown. It is my understanding, sir, that it is neither the pur- 
pose nor the effect of that section to lower in any way. or lessen, or 
modify the protection which those producers now enjoy under the 
present tariff law. 

It is a change in method and not a change in substance. 

The CnarrMan. I have one more question only : 

To what extent do the present customs procedures constitute a 
source of irritation in our relations with foreign countries / 

Mr. Brown. Well, sir: I have found a great many occasions where 
the provisions of our law have resulted in uncertainties, and where 
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what seemed to be capricious action has caused a lot of irritation and 
distress in other countries. 

The American market has got a reputation for being hemmed 
in with red tape which was really not necessary, and it has caused a 
lot of annoyance and distress in our relations with other countries. 
particularly in the trade and commercial policy field. 

This is one of the reasons why we so much welcome the stream- 
lining, shall I say, which is contemplated by this bill. 

The Cuamman. Mr. Reed? 

Mr. Reep. Mr. Brown, I would like to have you point out the sim- 
plification features of this bill, H. R. 1535. Of course, with those 
sections relating to ITO and GATT you say you are strongly for it 
in the State Department. Just tell me, if you will, the details as to 
what you favor in regard to the so-called simplification, leaving out 
GATT and ITO. 

Mr. Brown. Mr. Reed, I think that all of the provisions of this 
bill either effect a simplification or make more uniform the provisions 
of our customs administrative law, and I think all of them have that 
purpose. 

Mr. Reep. You say that the complications that have developed over 
the vears have caused certain distress with other countries. 

Is it not a fact that these complexities have been an effort to pro- 
tect our market from improper invasion of foreign goods? 

Mr. Brown. No, sir: I do not think so. T think they have arisen 
in most cases with the developing complexities of trade. You have 
had from the Treasury representatives a description in detail of each 
of the provisions of the act, and the way in which they would mak 
the administration of that act more easy. 

Now, I am not an expert in customs administration. But, for ex- 
ample, there are certain marking requirements which are technically 
very difficult to administer, and which are very confusing to the trader 
hecause he finds them hard to live upto. Everyone of these provisions 
does, in fact, effect some kind of a simplification, or makes a single 
standard for operating, where before there had been several. 

Mr. Reep. May I ask this question: 

Did you, as a representative of the State Department, or any of 
the experts assigned to this work, suggest these provisions of so 
called simplification, outside of GATT and ITO? 

Mr. Brown. We suggested none of the provisions of this bill. 

Mr. Reep. None of the simplifications at all? 

Mr. Brown. No, sir. 

Mr. Reep. You say you are not familiar with them, and yet you 
endorse the whole language ? 

Mr. Brown. I thought your question, sir, was which provisions 
did we suggest. 

Mr. Rerp. Well, I will get to that. What I mentioned was simpli 
fication features, because that seems to be the thing that you consider 
very important in the bill, and you say you ave not familiar with 
them and yet you endorse them ? 

Mr. Brown. I say I am not personally an expert in customs ad 
ministration, sir. 

Mr. Reep. No: but you come before this committee here and you 
just endorse this when you claim you have no knowledge of the simpli- 
fication features ? 
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Mr. Brown. If you would like me to recapitulate the points which 
have been made in support of each of the provisions, I will do so, 

Mr. Reep. If you are familiar with them. You said you were not. 

Mr. Brown. Only ina general way. 

I understand that testimony has been given in detail on each of 
those provisions, as to just exactly what the effect would be in terms 
of the administration of the act. 

Mr. Reep. Suppose you tell me this, if you will, because you are an 
expert: What part does ITO and GATT have to do with the simpli- 
fication / 

Mr. Brown. I told you, sir, that we are supporting these provisions 
on their merits. We have supported similar provisions in our Interna- 
tion discussions. We have succeeded in getting a wide measure of in- 
ternational agreement on a number of those provisions, and those are 
included in the GATT. We are arguing for those provisions because 
we think they are good provisions. We hope and believe that Con 
gress will agree with us. 

We have made a similar argument with other countries that we 
think they are good provisions, and a large number of other countries 
have agreed with us. 

Mr. Reep. Does not the Congress practically repudiate the ITO and 
GATT? They have not even endorsed them, have they / 

Mr. Brown. No,sir. 

Mr. Reep. Why are they being dragged in here by the administra- 
tion through the back door / 

Mr. Brown. They are not being dragged in here by the adminis- 
tration, sir. 

Mr. Reep. What about the State Department ? 

Mr. Brown. The State Department is not dragging them in. 

Mr. Reep. Did you suggest them at all / 

Mr. Brown. No, sir. 

Mr. Reep. You had nothing to do with these provisions appearing 
in here ¢ 

Mr. Brown. No, sir. We did not draft this bill. We were very 
glad that the bill came from the Treasury Department. We are 
thoroughly in support of it, and we agree with what is in it. Of 
course, our experts collaborated with Treasury and other agencies 
in technical suggestions regarding certain provisions. 

We are happy to see the provisions that are in it. We think they 
are good for the country and we are supporting them. 

This is not, Mr. Reed, a way of doing something underhanded and 
trying to work an international agreement into this picture. As I 
said before, we believe that these provisions—and I will be glad to 
discuss any one you wish to discuss with me—are sound on their 
merits. 

Mr. Reep. Did you oppose the provisions in the reciprocal trade 
agreement that there is nothing in that that could be construed as an 
endorsement of GATT and ITO? 

Mr. Brown. No, sir; I did not. And I was the representative of 
the administration who discussed that provision with the Senate Fi- 
nance Committee in the open and executive sessions, and I do not 
oppose that provision. 
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Mr. Rerp. Why do you approve these provisions in this bill now 
with GATT and ITO if you know that the Congress is not sympa- 
thetic with them ? 

Mr. Brown. I do not know that Congress was not sympathetic with 
them, sir. We are supporting these provisions. They are now before 
this committee for its consideration. I am hoping that the committee 
will agree with us that they are good provisions. 

Mr. Reep. Why did Congress put in that provision in the trade 
agreement ¢ 

Mr. Brown. There are a great many provisions in the GATT which 
deal with all kinds of things, quotas, and exchange controls and tariff 
negotiations, and all kinds of things that are not embodied in this 
and which are not comparable to the provisions which are in this bill. 

I assume that the gentlemen who suggested that provision may 
have been concerned about those provisions. 

Mr. Reep. I believe that in about 1950 the tariff was up around 49 
percent, and before Torquay it was 1214 percent and now the average 
is about 8 percent. 

Would you eliminate all of these if you could. 

Mr. Brown. No, sir. 

Mr. Reep. How far would you go? 

Mr. Brown. | would take each case on its merits. I would examine 
into it with the best expert advice that I could get in the Government. 
I would consult with the affected people in the public as to how far, if 
at all, the tariff could be changed, or could be lowered without causing 
serious injury. 

If. asa result of that study, I found that a reduction could be made, 
I would advocate making it. 

Mr. Reep. Is the same true with reference to increasing the tariff by 
50 percent f 

Mr. Brown. Yes, sir. 

Mr. Reep. Regardless of whether the foreign nations would favor 
it, or not? 

Mr. Brown. We have already done just that in one case under the 
General Agreement. 

Mr. Reep. What was that case? 

Mr. Brown. That was the case of certain kinds of hats. 

Mr. Reep. How much did you raise the duty on hats ¢ 

Mr. Brown. The full amount by which it has been reduced. 

Mr. Reep. Under section 1 of this bill it states: 

This act may be cited as “Customs Simplification Act of 1950°— 


which would indicate that all that is attempted to be done by this act 
is to simplify customs procedure. 

Now, under the table of contents the titles given to each section seem 
to carry out this impression. 

Is it not a fact that many of these sections radically change the 
basic principles of the assessment of customs duties ? 

Mr. Brown. I think the valuation provisions do change the basis of 
assessment of customs duties. But I think they change it in a manner 
that makes it simpler to do, 
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Mr. Reep. Let us take a look at the very first section, section 2, deal- 
ing with antidumping. The present antidumping law applies when 
the Secretary of the Treasury: 

Finds that an industry in the United States is being or is likely to be injured, 
or is prevented from being established. 

Now, by section 2 of this bill there is inserted i in this language the 
word “materially” before the word “injured.” It occurs to me that an 
industry can only be materially injured after imports have been had 
and loss of business occurs. 

Is not this a material change in the intent and purpose of the exist- 
ing dumping law, and would not this change, for all intents and pur- 
poses, nullify the ant idumping act ¢ 

Mr. Brown. No, sir; I do not think it would. 

Mr. Reev. You think a business should be ruined first. So you 
would have that word “materially” in there. 

Mr. Brown. No, sir; that is not what I said or what I think. 

Mr. Reep. Explain what you mean. 

Mr. Brown. Yes, sir. 

The inclusion of the word “materially,” in the first place, is a com- 
mon-sense provision to have in there, because if there is no material 
injury, and it is an insignificant operation, that is, with no real harm 
done, there is no point in changing the duty situation. 

As I understand it, the act has been administered for many years 
on the basis that you have to have some injury that amounts to some- 
thing before you take this kind of action. That is all that the insertion 
of the word “materially” in this act that is before you means. 

Mr. Reep. Would you give us a definition of “materially” as you 
think it should be construed ? 

Mr. Brown. I think it is impossible to give a definition without hav- 
ing a particular case before you. 

Mr. Reev. Who would be interested in securing a dumping order 
after imports had materially injured his business, or he may be out 
of business ¢ 

Mr. Brown. I think the man who was being materially injured by 
the practice of dumping would be greatly interested in getting an 
antidumping duty. 

Mr. Reep. If you cannot give any definition of “materially,” I do 
not see how he could get any remedy before it was too late. 

Mr. Brown. Mr. Reed, I cannot give you a definition of “materi- 
ally,” which applies to all cases, as a general thing, any more than one 
can define a whole number of terms in many different statutes. You 
have to use judgment in the particular case. 

Mr. Reep. What is the word “materially” put in there for, then ? 

Mr. Brown. As I understand it, that was explained by Mr. Johnson 
of the Treasury Department that it will bring this law into conformity 
with the terms in which it has been administered, and cert: ainly there 
should not be imposition of an antidumping or countervailing duty 
where there is a negligible effect from the practice, and where there 
has been no harm done. 

Mr. Reep. Well, let us take a look at section 13. If I place the pro- 


per construction upon this section, it repeals the existing section 402 
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of the Tariff Act of 1930, and then substitutes therefor an entirely 
new system of appraising vss gis merchandise. 

If I am correctly informed, some of this legislation has existed 
for the best part of a century, and has been judic ially construed so that 
Government officials, importers and domestic interests can all ascer- 
tain from these decisions what these provisions mean. 

In subsection (ad) and (e), comparative and constructed values, so 
far as I can ascertain, are entirely new and vest in the appraiser 
discretionary power in applying the conditions of these sections. 

What do you have to say¢ Is this not a radical change from the 
existing provisions of section 402 of the Tariff Act of 1930 which in- 
structs the appraiser in very definite language what he must do? Do 
you know why this was done in this bill? 

Mr. Brown. I understand that this section does involve a significant 
change in the way in which values for customs purposes will be de- 
termined. It was my understanding that this is done because it will 
give a sounder and simpler and clearer way of determining that valua- 
tion which will result in less problems for the assessors and a clearer 
and more detinite and simpler operation for the businessman. 

Mr. Reep. Has there been any movement on the part of importers 
or domestic interests, or, let us say, Government officials for such a 
change ¢ 

Mr. Brown. I have heard a great many businessmen say that they 
would like to see these valuation provisions simplified and improved; 
yes, sir. 

Mr. Reep. I have not seen any of them here testifying at all, that I 
know of. I have been here most of the time on these hearings. 

If there has been such a movement on the part of any of these parties, 
will you give us the reasons they assign for it? 

Mr. Brown. One of the things that most businessmen do not like 
is the uncertainty that is involved in some of these provisions as they 
now exist. 

Mr. Reep. Court decisions seem to have established certainty over a 
period of vears here. Now you are entering into new fields that cer- 
tainly complicate the matter and change the procedures all along the 
line, 

Mr. Brown. If there is any change in a seetion which has been 
construed by the court, of course, that does involve a possible uncer 
tainty, but one has to take a look at it from the long view. 

Mr. Reep. Do you consider it safe to vest in a Government official 
the power to appraise imported merchandise “as nearly as such may 
he ascertained or estimated,” instead of finding a price at which such 
wv similar merchandise is freely offered for sale as is required under 
existing law / 

Mr. Brown. This comparative value is the third of four choices 
that is used, only if there is not more definite information avail- 
able. The more definite price, as you suggest, is the preferred method 
of valuation, but if that cannot be ascertained, then this comparative 
value section is brought into play. 

Mr. Reep. That would be placing a great deal of discretion with 
him when you say, “As nearly as such may be ascertained or estimated.” 

Mr. Brown. That is correct, sir. 
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But if there are no other standards which are any better they have 
to collect the duty, and this is the suggestion that is made as to how 
they should do it. 

Mr. Rerp. Is it net a well settled principle of law that a court 
will not review a discretionary act of the Government official or agency 
which Congress has vested in him ¢ 

Mr. Brown. I do not know the answer to that question, sir. 

Mr. Reep. Would hot this principle apply to uppraisements mace 
under section 13 (¢d) 7 

Mr. Brown. I am sorry. If I do not know the answer to the first 
question, I cannot answer the second one. 

Mr. Reep. Would you say that the Customs Court could disregard 
this principle which was k: tid down by the Supreme Court of the United 
States and review the merits of an appraisement made under this 
subsection ¢ 

Mr. Brown. I am sure the Customs Court would not disregard a 
rule laid down by the Supreme Court of the United States. 

Mr. Reep. Subsection 402 (e) of the Tartf Act of 19530 provides 
a definite formula for ascertaining United States value where that 
value applies to imported merchandise. 

Under the proposed bill, section 15 (c) (3) vests with the appraiser 
the right to estimate the elements prescribed in this definition. 

Do you consider this provision capable of orderly administration / 
In other words, may not the estimates made by the appraiser at New 
York vary widely with the estimates made by the appraiser at Phila- 
delphia on the exact same merchandise ¢ 

Mr. Brown. Mr. Reed, it is the opinion of the customs expert in 
the administration that this section would be capable of orderly ad- 
ministration, and T would rely on their judgment. 

Mr. Reep. [f such a thing should occur, in your judgment, would 
the Commissioner of Customs have jurisdiction to direct an appraiser 
to appraise at a certain amount / 

Mr. Brown. I would have to refer you to the Treasury Department 
to answer that, Mr. Reed. 

Mr. Reep. Would you consider section 13 to be simplifying customs 
procedure, or would you not honestly admit that this is a radical 
change of existing law ? 

Mr. Brown. I think it is a change in the existing law, and that the 
effect of the change is to simplify the procedure. I think it is both. 

Mr. Reep. Through sad experience in World War 1, we found that 
there was no chemical industry in this country that was capable of 
supplying the needs of our Armed Forces with medicinals, dyes, dis- 
infectants, et cetera. As a result of this, with the enactment of the 
Tariff Act of 1922, after investigation, Congress determined that the 
then-existing forms of value did not afford sufficient protection 
against the products of the German cartels to permit the establish- 
ment of a chemical industry in this country and devised a new form 
of value, the American selling price, and made it applicable to the 
chemical industry and also made provision for its application to other 
products where other forms of value proved to be inadequate. 

This is defined in section 402 (@) of the Tariff Act of 1930. and 
bases the rate of duty upon the selling price of the similar article 
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manufactured or produced in the United States, and as to the chem- 
ical schedule application is further limited to articles— 

Which accomplishes results substantially equal to those accomplished by the 
domestic product when used in substantially the same manner. 

This form of value has been in effect over a quarter of a century 
and under it we have developed a chemical industry second to none 
in the world. 

It was this protection, in my opinion, which made possible the 
development of this industry which recently developed the atom bomb 
and many of the so-called miracle drugs. 

Section 14 of this proposed bill abolishes this form of value. Out- 
side of the fact that our State Department committed us to such a 
policy at the Havana Conference on ITO, do you know of any reason 
for discarding this form of value? 

Mr. Brown. Well, sir, in the first place, the State Department did 
not commit this Government to anything, and does not have the 
power to do so. 

Mr. Reep. Why do you do it now? Why try to do it under this 
bill? 

Mr. Brown. In the second place, it seems to us that section 14 
which would abolish the practice of American selling price is a 
sound and proper and useful section of this bill. We think that all 
valuation should be based on the same principles, as uniformity is 
an important and useful thing in the customs administration. 

We think that the American selling price has serious disadvantages. 

The first point is that since it is different from all the other bases 
of valuation, it conceals the true measure of the protection which 
it gives, 

And, secondly, it bases the value on which an import is dutiable 
on the value of some other product and not on the value of the import. 
It has the effect of penalizing the efficient foreign producers in compe 
tition with producers in other foreign countries. 

For those reasons we think that this is something that ought to be 
done. 

Now, the claim has been made that this will in some way involve 
a lessening of the protection which those who now come under the 
American selling price method now receive. 

It is our understanding that that would not be so, because the bill 
quite specifically provides that before the change is made the rate 
of duty equivalent on the new basis to the rate of duty which now 
exists under the American selling price shall be computed and put 
into effect. 

So that what will happen when this is over, when this is done, and 
accepted by Congress—and we hope it will decide to do so, will mean 
that you will have the same protection for those industries to which 
you referred as they now enjoy. You will have the amount of that 
protection quite clear and evident to everyone, and you will have, as 
between producers in different foreign countries, the efficient ones 
en a better basis to compete against other foreigners, the inefficient 
ones, and you will have the rate of duty for all parties computed 
uniformly throughout the act. 

We consider that those are improvements in the administration 
and sound principles of customs administration. Therefore, we sup 
port the section. 
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Mr. Reep. Outside of the desire of free traders and importers who 
desire as low a duty as possible, do you know of any legitimate reason 
for discarding this form of value ? 

Mr. Brown. Your question is a little difficult to answer, because 
it is based on the assumption that the desire to some free traders for 
as low a duty as possible somehow or other got into this bill. 

That, as I understand it, is not the case. The proposal in section 
14 will not lower the duty or the equivalent of protection which now 
exists. That is made crystal clear in the bill, that is the intention 
of the administration, and, therefore, it has in it no element of free 
trade or lowering the duty. 

Mr. Reep. Section 14 of this bill provides for the conversion of the 
rates of duty on all articles to which American selling price is now 
applicable to the existing forms of value, and presumably by this is 
meant export value. 

Paragraphs 27 and 28 cover a myriad of articles running into the 
thousands. Have you any idea as to how long it would take the Tariff 
Commission to examine each and all of these commodities and to con- 
vert the rate from the American selling price to export value ¢ 

Mr. Brown. I think it would be undoubtedly a difficult job. And 
there is, of course, no time limit in the bill, and the change cannot be 
made under the provisions of the bill until that has been properly 
done. 

Mr. Reep. Is this true: By the time the Tariff Commission had 
partially done the job imposed upon it by this section, would not the 
rate it sacolaionll because of changing economic conditions, be 
obsolete ¢ 

Mr. Brown. No more than the present duty rate. The present duty 
rate is subject to the effect of economic changes just as much as any 
rate that might be put in substitution for it. 

That is inherent in any duty rate. 

Mr. Reep. I ask this question because the chemical schedule bears a 
combination specific and ad valorem duty. Both rare expensive coal 
tar products and more or less bulk items are covered by this rate of 
duty. 

Is it your opinion that the Tariff Commission could collate all of 
these articles of varying prices so as to establish one rate of duty 
based upon export v: alue that would adequately protect our domestic 
industries that are now protected by the American selling price pro- 
vision ¢ 

Mr. Brown. I have great confidence in the Tariff Commission, and 
I believe it could be done and could be well done. 

Mr. Reep. I have confidence in the Tariff Commission also. 

Section 20 of the proposed bill has to do with the conversion of 
currency and changes the existing basis for the conversion of foreign 
currencies into United States money from the buying rate for cable 
transfers, as determined by the Federal Reserve Bank of New York, 
to the par value of foreign currencies— 
maintained pursuant to the articles of agreement of the International Monetary 
Fund, or pursuant to any other international agreement to which the United 
States is a party. 

It occurs to me that the par value of foreign currency as maintained 
by an international monetary fund need not necessarily have any 
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relation to the value of that currency in transactions with the United 
States. 

Outside of the fact that we were pledged by the Habana Charter of 
ITO to adopt such a medium, can you give me any legitimate reason 
why we should change the existing law which reflects the value of 
foreign currencies in connection with our own economy ¢ 

Mr. Brown. I believe that that matter was rather thoroughly 
covered by the Treasury Department witnesses. But as I understand 
the purpose of this section, it is to provide a simple and clear basis 
for the conversion of currency which the assessors have to make ever) 
day inthe appraisals of ad valorem duties. They operate with differ 
ent figures every day. Changes in the figures may be several decima!| 
points out and may be very, very minor. That involves a great deal 
of paper work and red tape. 

The par values by the fund are as nearly objective standards as 
you can find, and that is considered to be a much quicker and simpler 
and more effective way of computing the values. 

Mr. Reep. That is all IT have, Mr. Chairman. Thank you. 

The CHatmnman. Are there any further questions ¢ 

Mr. Eberharter ? 

Mr. Everuartrer. Mr. Brown, I think you said it was not the intent 
or purpose of this measure to in any way change the existing tariff 
either lower or higher. 

Mr. Brown. Yes, sir. 

Mr. Esernarrer. I do not think vou said whether in your opinion 
the measure could be so interpreted. 

Mr. Brown. I intended to say, Mr. Eberharter, that I did not think 
it could, and T could not imagine how any of the provisions could be 
used in that manner. 

It is certainly not the intent, and T do not think that it can be used 
in that way, and I do not think it would be. 

Mr. Ererunarrer. You are representing the State Department. Can 
you, in representing the State Department, as far as you can say at the 
present time, say the State Department would not attempt to use 
any provisions of this bill in order to lower any tariff rates / 

Mr. Brown. No,sir; we would not. 

We are only part of the administration, and as far as our influence 
is effective, it will not be used in that direction. 

Mr. Esvernarrer. In connection with this measure, are you able to 
say that you have consulted with importers in this country and that 
they are generally in favor of the measure and generally in favor of 
customs simplification ? 

Mr. Brown. To the extent that we have had contact with the im 
orting community, we have found a very strong feeling of the 
importance of a bill for simplification and correction of some of these 
practices. 

And eur contacts with them have been that they very strongly sup 
ported the idea of a customs simplification bill. 

I understand that some of the representatives of the importing 
community appeared before this committee, and their feeling was 
that the bill did not go far enough in the direction of simplification 
They had quite a number of suggestions to make as to how it mig!' 
go further in that direction. 





SIMPLIFICATION OF CUSTOMS ADMINISTRATION 621 


Certainly the sense that we have gotten from our conversations with 
them has been that they consider that a very important problem, and 
one which ought to be pushed just as far as it is possible to do so 
toward correction. 

Mr. Evernarrer. Do you think if this measure became law that it 
would be of general benefit to the American consumer public ¢ 

Mr. Brown. Yes, sir. 

Mr. Exernarrer. How about the Americans who occasionally or 
frequently travel abroad? Do you think they would derive any direct 
benefit from the customs simplification 4 

Mr. Brown. [think they would. I think it isa very general feeling, 
and I know I have felt it myself. When you do come in contact with 
the customs there seems to be an awful lot of red tape and delay and 
so forth, and detail, and I think the general public will welcome any- 
thing which removes the slightest, even a little of that kind of thing 
from their daily life. 

Mr. Eeeruarrer. Mr. Brown, I have heard it said that in some ports 
the administrative officers make much more thorough examinations 
than in other ports, and even go so far as to use different bases of value 
in different American ports. Is there anything to those charges ¢ 

Mr. Brown. I could not answer that question, Mr. Eberharter. I 
would have to refer you to the Bureau of Customs on that, because I 
am not in a position to keep in touch with the daily operations of the 
Customs Bureau. 

Mr. Exvernarrer. I was told that some of the foreign exporters 
attempt to make an investigation as to which American port would be 
the most advantageous one to bring their goods into the United States 
through. 

Of course, I have no way of checking on that, but if that is so, it 
seems to me it is a matter that requires very serious consideration for 
rectification. 

Mr. Brown. I would doubt, Mr. Eberharter, if that were true to 
any considerable extent. [am sure there must be some variation be- 
cause In some cases you have to use a judgment on these things because 
there is not adequate evidence. 

And no two men will always reach the same conclusion. But I 
would be very surprised if there were any widespread difference, and 
I am sure the customs authorities are on the trail of that kind of 
thing all the time and carefully see that the greatest possible degree 
of uniformity is observed. 

It is one of the principles that they think is terribly important, and 
we do, also. 

There should be the same administration principles applying to all 
of the different people and problems to the maximum extent. 

Mr. Esernarrer. Do you think that the provisions of this bill 
would have a tendency to make more certain of uniform practices 

Mr. Brown. Yes, sir. 

Mr. Evernarrer. Thank you. 

The Cuairman. Mr. Jenkins? 

Mr. Jenkins. Mr. Brown, this committee has been listening to testi- 
mony on this bill for, I think, about 5 or 6 weeks; not all the time, 
of course. And when this bill was first presented to us the impression 
was given out that it was simply to be a little simplification plan. 
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Now, then, I would like to know, if that is the case, why you, as the 
representative, the top representative of the State Department in 
these complicated matters, felt obligated to come here to inject your- 
self, the big State Department, into this little matter of simplification. 

Mr. Brown. Mr. Jenkins, I think this is a very important matter. 

As I said in my opening statement, the way in which the traders 
and the goods of other countries are treated in this country is some- 
thing which is important to our foreign relations, just as the way 
in which our traders and our exports are treated in the customhouses 
of foreign countries is something which is of importance to us. 

The fact that there have been procedures and practices in the 
customs administration here which have been unnecessarily com- 
plicated, which has caused delays and uncertainties, has been some- 
thing which has caused bad feeling and trouble as between those 
countries. 

We think that this bill is a very important bill. It is not a little 
matter at all. 

The whole matter of the way you deal with people when you handle 
their products and the way you handle their affairs is an important 
thing. 

Mr. Jenkins. When you were asked about it, you said there was no 
material change in the law. 

Mr. Brown. No, sir; Iam sorry, I did not say there was no materia! 
change in the law. I said there was no change in the level of tariff 
protection, and that is a very different thing from saying that there 
was no change in the way in which the law, or the administrative pro- 
visions, are carried out. 

I think the procedures are important, but they are quite different 
from the rates and the level of protection. 

Mr. Jenkins. As to the details which have transpired bet ween these 
different people engaged in the importation of goods, that is a matter 
of detail and there is no change of duty required in the law, you do 
not need a change in that respect, do you ¢ 

Mr. Brown. Details are important, Mr. Jenkins. For example, if 
one of our producers were sending goods to a foreign country and he 
found when he got to the port in the foreign country that his goods 
were held up for a long time and he could not find out what the duty 
was that he had to pay, or if he found that there were tremendous 
amounts of paperwork, or that there were delays of various kinds, he 
would be distressed about it. and he would probably complain. And if 
it went for a long time he might even come to his Government and ask 
them to make representations about it. Details are very important 
things, particularly to the individual. 

So we feel that the purpose of this bill of reducing the complexities 
of administration not only is something which is more efficient in the 
administration, and more economical, but it is something which also 
saves time and effort and trouble for all the people who are engaged 
in the trade, both our own people and the Ricitenens, not only the 
administration of the Customs Bureau, but the people who have to 
deal with the Customs Bureau. 

Mr. Jenkins. But you give the impression that these are small mat- 
ters and can be handled so easily. Now, then, you lose sight of the 
fact that this committee has heard what we consider the best lawyers 
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of the country and the representatives of big importers and exporters 
in the country, and they have been here, seve oral of them, and given ex- 
haustive testimony to the effect that this proposed simplification does 
materially change the law, and does make a lot of changes which they 

protest against vigorously. 

You are familiar with the protest being made by these people, are 
you not ¢ 

Mr. Brown. Yes, sir 

Mr. Jenkins. You cannot just brush them off with a wave of the 
hand and just say they do not know what they are talking about and 
that the State Department is almighty and all-perfect and the State 
Department is going to fix this up. 

Mr. Brown. Mr. Jenkins, if I may respectfully comment on that, 
in the first place, I did not say this was unimportant, and in the second 
place, I did not say this did not make material changes in the law. 

Mr. Jenkins. Yes, you did. You gave the impression to Mr. Eber- 
harter that it does not make any material changes. 

Mr. Brown. Mr. Eberharter asked me whether it made changes in 
the level of tariff protection, and I said it did net. There are a whole 
lot of other things in the way in which customs procedures are ad- 
ministered which have nothing to do with the rates of duty or level 
of protection. In those respects it does make changes which we con- 
sider to be good and important. 

Mr. Jenkins. We have had men before us several times in connection 
with this matter which I look upon as the best authorities on customs 
activities, and they represent people and business, real Americans, and 
they have testified here by the hour to the effect that sections 13, 14, 
and 20 ought not to be included because they are not necessary for 
simplification. 

What would you say directly in answer to a question as to whether 
sections 13, 14, and 20 are necessary ¢ 

Mr. Brown. Sir, | have already testified that I think they are neces- 
sary, and they are good. It would be amazing if all the witnesses had 
been in agreement on the whole bill. 

Mr. Jenkins. I think in the third paragraph of your statement you 
gave exactly your position where you say this: 

As our customs legislation has developed over the years, complex procedures 
have ben adopted, many of which have placed serious impediments in the way 
of imports and have acted as a means of protecting domestic industry in ways 
which were not originally intended by the Congress. 

I should judge that your position is a simple free-trade position and 
you do not care much about protecting domestic industry. 

Mr. Brown. No, sir; that is not my position. I can give you an 
= ¢ ration. 

I do not believe that the Congress ever intended that protection 
should be given domestic industry by simply keeping people waiting 
for days and d: ays and months and years before they get a decision 
as to how much duty they have to pay. I am quite confident that 
was not the intention of the Congress. If they had so wished they 
would have said so and said so clearly. 

The intention of the Congress was to say that the protection shall 
be given in the form of a tariff rate. The Congress would fix that 
rate at the level they felt was proper. But they did not intend to 
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have a concealed protection in terms of delays or having the man go 
down and fill out 50,000 forms and just do things of that kind. 

I am not saying that the administration of our customs law is just 
as bad as that, but there are elements of that kind in it. 

And so the purpose of my third paragraph, which you quote, was 
to say that that kind of unnecessary red tape which grows up in the 
administration of the law—when circumstances change it is not un- 
natural, it is natural—is to remove that kind of thing. 

And that does not seem to me to be a free-trade attitude. 

Mr. Jenkins. I have taken your language as you read it and as 
it appears in your statement. 

Mr. Brown. Yes, sir. 

Mr. Jenkins. Now, here isa situation, and I am going to be through 
asking questions. 

This business of importation of commodities and exportation of 
commodities is a great business. It is a tremendous business finan- 
cially, and it is a tremendous interest to the people engaged in it. 
These people, lawyers and representatives that we have had before 
us, say that they are willing and glad to help in any program that 
would be a real simplification program. 

They have come here and testified, and I think every one of them 
has prefaced his statement with a statement that they are glad to 
assist, and they are really tremendously interested in tle law because 
they say they are concerned with the additional defects and addi- 
tion loads and impediments that this legislation is going to place in 
their way. 

It seems to me that the State Department and all other governmental 
departments should come along with a cooperative attitude and say, 
“Well, we are willing to go along and remove all of these obstacles 
that vou are talking about. and prevent these delays,” but on the other 
hand vou seem to put on these people a load that they say is a load— 
and T believe that they know what they are talking about. 

I believe that the State Department should come in here and attempt 
to help this committee to smooth this thing out so that we could get a 
simplification bill without getting a bill that is going to put bigger 
responsibilites and bigger loads upon these people who have got to 
carry loads now . 

Mr. Brown. Mr. Jenkins, the purpose of my appearance before 
this committee is to help it. The purpose of our support of this legis- 
lation is to help remove burdens and obstacles from the people who 
are occupied in the trade of this country. I do not feel that this law 
is placing obstacles in front of the people in this country: IT think 
it will remove them. 

Therefore, we are in support of the bill. 

Mr. Jenkins. That is all I have. 

Mr. Miuas. Mr. Chairman? 

The Cramman. Mr. Mills. 

Mr. Mitas. Mr. Brown, as I have understood the testimony of 
the witnesses who have been before the committee for several days 
discussing the various sections of the bill, it seems that there is an 
underlying fear on their part that the bill as a whole will create a 
situation whereby some of the protection now being accorded to 
domestic industry will be eliminated or reduced. In your opinion, 
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is there anything in the bill that in any way reduces the protection 
which domestic industry now has # 

Mr. Brown. No, sir: I do not think there is anything in the bill that 
will reduce the protection which exists for domestic industry under 
present law. It is not intended for that purpose, and | do not think 
there is anything in it which will accomplish that result. 

As I said in my opening statement, I think that, in the long run, 
if customs procedure is more smooth and easy, there may be more 
people who will want to engage in trade. In that sense, and within 
that sense only, this bill might have an effect on the volume of imports. 
But that is a long-term proposition and something which is very hard 
to evaluate, 

As far as the protection which is the purpose and effect of the tariff 
act, there is nothing in this bill which will change that in any way. 

Mr. Minis. It has been suggested by representatives of the Treasury 
and the Bureau of Customs that provision could be made in the bill 
to prevent any reduction in the duties which are set up or proposed 
to be set up under the bill in lieu of processing taxes and other arrange- 
ments that we have in existing law. 

Would the State Department be in accord with the suggestion that 
such amendments be included in the bill to safeguard against any re- 
duction in duty which would otherwise be permitted, of course, under 
the Reciprocal Trade Agreements Act, whereas reductions cannot now 
be made on the protection provided by existing law ¢ 

Mr. Brown. Mr. Mills. on page 45 of the bill, section 23 (d) (5), 
there is a specific provision which says the taxes which would be im- 
posed as a result of this change would not be subject to modification 
under the Trade Agreements Act. 

Mr. Minis. I wanted you to bring out that particular point. 

Mr. Brown. And we have supported that, and it is there in the 
bill. 

Mr. Minis. In other words, the administrative departments would 
not use this bill, if it is passed, as a vehicle to further reduce protec- 
tion now being accorded domestic industry ¢ 

Mr. Brown. No, sir. I think that section is pretty good evidence of 
that fact. 

Mr. Minus. Let me ask youa question regarding the relat ionship of 
this billto GATT, 

I have always taken the position that all of the facts should be on 
the table reg: ding a measure of this sort. The committee is entitled 
to have full information and details, and T know that is vour thinking. 

As I go through the bill, I find certain provisions which are similar 
to some of the commitments which we have made with other nations 
through GATT. 

Now, whether the bill is presented through the committee to Con- 
cress for the purpose of enabling those commitments to be enacted or 
carried out by us, and perhaps lay the basis for other nations doing 
the same thing through legislation, is not material to me. T have no 
difficulty with legislation implementing certain provisions of GATT, 
I might say. 

I notice im section 2 an amendment to the antidumping law by the 
insertion of the word “materi: ally.’ In article 6 of the GATT agree- 
ment, I see that we have undertaken, along with other nations, not to 
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impose antidumping or countervailing duties except in the case where 
there is likely to be, or there is evidence of material injury to a do 


mestic industry. That is an important change in the Antidumping 


Act and it does conform to the commitments whic h are made in co 


nection with GATT. 
Now, my question is this, Mr. Brown: Do we have evidence fron 


actions or suggestions to legislative bodies in other countries that i 
is the plan of these countries adher ing to the GATT agreement to do 


likewise ¢ 

Mr. Brown. Yes, sir; we have some cases in which action has been 
taken already. In the case of Canada, for example, they have changed 
their local valuation procedure to make it the same as the procedure 
suggested in GATT. The Australians have changed the basis o| 
their currency conversion for duty purposes in the same way. And 
Urugay has just a few months ago reiterated its intention of changing 
their procedures to come into conformity with GATT. They have 
done that even though GATT is still only provisionally in effeet and 
they have no legal commitment of any kind for doing that. They 
think it is a good thing. 

Now, many other countries do not need legislation to do it. They 
have much broader executive administrative discretion than we have. 
And it is our understanding that in the exercise of that discretion there 
isa considerable degree of conformity with the GATT already. 

On the question of material injury, Mr. Mills, actually the reason 
for that word “materially” in GATT is simply to prevent the frivo 
lous use of the antidumping provisions. We suggested it. as a matter 
of fact, bec ause that was the way our dumping law had been ad 
ministered for 20 or 30 years. So even though the word was not i 
the Inw, that was the way we operated. We wanted to be sur 
that nobody was going to use their corresponding legislation in 
frivolous and harassing way against our trade, and since that was 
the way we already did it, it seemed to us we could not lose. 

Mr. Minis. I was coming to that point, and I intended to 
you the question whether the change suggested in section 2 is onl) 
a change in verbiage, or whether it would change the result unc 
existing law. Our incoming law has been administered for many 
years on the basis of a material injury rather than just a frivolow 
type of injury. 

Mr. Brown. Yes, sir. 

Mr. Minis. But in our dealings with foreign governments, wit! 
foreign business concerns, we have learned and run into cases wher 
foreign governments have imposed such duties on the basis of frivo 
lous injuries, have we not ? 

Mr. Brown. I understand so. 

Mr. Minus. As far as GATT is concerned, it is a gain for us if the» 
nations will adhere to the language in article 6? 

Mr. Brown. Yes, sir. 

Mr. Minus. And it is perfectly proper for us to have our law con 
form to the actual administration of the law, as I see it, and the chang: 
is hot, In my opinion, very significant from a practical point of view. 

Many objections have been raised about it, but it does not seen 
tome to bea material criticism of the bill. 

Now, in sections 13 and 14 of the bill, I find some correlation | 
tween GATT and those sections, as I read them, and I am of the opi) 
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ion that article 7 of GATT somewhat commits us along with other 
nations to pretty well do what we propose to do in sections 13 and 
i4. Article 7 has to do with valuation for customs purposes, and 
sections 13 and 14 seem to me, at least as I read them, to carry out 
some of the commitments we make along with other nations in article 
7 of GATT. 

Mr. Brown. Yes, sir; there is a complete similarity there. If I may 
correct one word you used, you say the “commitments” that we have 
made. Insofar as article 7 is concerned, that is one of the parts of 
GATT that we are not now conforming to and are not obliged to con- 
form to because of the legislative difference. 

Mr. Mixis. But we do undertake in article 7 to bring about con- 
formity, do we not? 

Mr. Brown. We hope to be able to do so, yes, sir, but we do not 
have an absolute legal commitment to do so. 

Mr. Mitis. Are the other nations who are parties to GATT endeav- 
oring to bring their situations into compliance with article ¢ 4 

Mr. Brown. It is my understanding that quite a number of them 
are waiting to see what we do. Some of them, the ones I have men- 
tioned, have taken the lead in changing their practices, and others 
have modified their administrative procedures in a way that has 
enabled them to do so. 

Mr. Mitts. Would sections 15 and 14 place us in accord with the 
purposes of article 7 ¢ 

Mr. Brown. Yes, sir. 

Mr. Minus. So far as our own situation is concerned ? 

Mr. Brown. And again when we were discussing article 7 and it was 
being developed, the principles that are in there are the principles 
which the United States Government advocated and said, “These are 
the principles that ought to be accepted internationally.” 

Mr. Mitis. Article ¢ is actually the brain child or the baby of our 
own delegates to the convention / 

Mr. Brown. To a very large extent: not completely, of course. 

Mr. Mitis. You found general acceptance of the ideas in article 
7, did you? 

Mr. Brown. Most of them. Some of the other countries, I think, 
would have liked to keep a little greater freedom to slap on any valua- 
tion that they wanted to. 

Mr. Mutts. Is it your opinion that if we should pass and place in 
the law sections 1: sand 14 that the other countries would follow suit? 

Mr. Brown. Yes, sir. I think there is a very much greater chance 
that they willdoso, I cannot guarantee it. 

Mr. Mus. Would that be to our advantage if it happened, then? 

Mr. Brown. Oh, yes, because valuation for an ad valorem duty is 
the essence of the duty. If the assessor is free to take any arbitrary 
value he wants to, he can practically impose an embargo on anything. 

Mr. Mus. Is it not true through the method of valuation that 
some foreign governments successfully keep out American goods? 

Mr. Brown. Yes, sir. In fact, there have been some instances even 
in Canada where they have had arbitrary valuations procedures which 
lave practically embargoed some of our agricultural exports. They 
have now changed that. 

= Mius. You mentioned section 23, I noticed in one of the 

icles of G AT T—!] do hot have it immediately heft re rie that 














62S SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


we undertake, along with other nations, to subject imported goods ty 
the same treatment as that imposed upon domestically produced goods 
Ts section 23, then, in essence, a way to place us in conformity or com 
pliance w ith that particular artic ‘le of GATT? 

Mr. Brown. Yes, sir. We have always felt that the tariff protec 
tion should be given in the form of a duty, and we have found, our 
exporters have found, in a great many cases, that when they get thei 
goods into another country ‘that they run into all kinds of diserimina 
tory internal taxes which have the same kind of effect as a duty, sine 
they apply only to imported products and not to domestic product: 
So that they are not only paying a duty, but they find that they are 
subject to a further penalty when they get inside the country. We 
have had the principle for a long time ‘and we do have in the vas 
majority of cases in our own legislation—that when a producet get- 
into the country and has paid its duty, it is then treated exactly like 
the domestic product. 

Mr. Mitis. That is article 3 of GATT? 

Mr. Brown. That is article 3 of GATT. We have fought and ble 
to get that one in. 

Mr. Mitus. This practice certainly is used more by foreign govern 
ments than by the United States: is that not true? 

Mr. Brown. Yes, sir; because you can see how few cases that ary 
involved in this bill. 

Mr. Minus. It has developed even since the first reciprocal trade 
agreements ¢ 

Mr. Brown. Yes, sir. 

Mr. Mirus. And is more commonly used now, perhaps, than it 
formerly was used? 

Mr. Brown. The practice has spread. It is also. I might say. 
principle which is embodied in most of our commercial treaties. 

Mr. Mitts. It isa practice that we, then, take the lead in in attem) 
ing to eradicate / 

Mr. Brown. Yes, sir. 

Mr. Miuus. And if it is eradicated, we would be the principal gaine: 
from its eradication ¢ 

Mr. Brown. Yes, sir. 

Mr. Mitts. Is there some evidence, Mr. Brown, that some of t! 
countries who are parties to GATT are now in conformity with a! 
ticle 5 of GATT ¢ 

Mr. Brown. Yes, sir. When I was at Torquay last December, o1 
of the items on the agenda was a complaint by the Dutch that tly 
British had some dise ‘riminatory internal taxes on Dutch imports. 
and they brought it under article 3, and the British are now 
the process of changing their internal tax system to eliminate thi 
discrimination, 

There has been a similar case that I can think of where France ra: 
into discrimination in Brazilian taxes, and the Brazilians are chang 
ing their taxes to eliminate that discrimination. 

So the thing is having an effect in other countries’ tax systems. 

Mr. Mitis. Now, we have an article in GATT on the conversio! 
of currency... Which one is that ¢ 

Mr. Brown. That is article 7 again. 
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Mr. Mus. Article 7, yes. There is a section in the bill on con- 
version of currency. There does not seem to be objection to that par- 
ticular section. 

I wonder if there is evidence of other countries complying w:th 
that particular provision of GATT? 

Mr. Brown. I just do not know the answer to that one, Mr. Mills. 
[ have not followed it. Tecan find out. 

Mr. Mus. That appears to be so desirable that perhaps all coun 
tries will adhere to that practice as rapidly as practicable. 

Now, Mr. Brown, just for my information, are there other sections 
of the bill before us than those to which we referred that are related 
inany way tothe GATT agreement / 

Mr. Brown. Yes, sir. May I have just a moment to check that 4 

Mr. Minus. Yes. We have covered sections 2, 13, 14, 20, and 23 

Mr. Brown. There are a few others that are not quite so important. 

Mr. Mines. And with respect to these sections we have developed 
the thought that if various countries adhere to the articles of GATT 
and conform thereto, we shall be the gainer in the long run through 
that action. They definitely will not ‘conform unless we conform, is 
that not right ¢ 

Mr. Brown. In most cases that is true. As IT say, Canada and 
Australia have already taken some steps without waiting for us, 
but most of the others follow our lead in these matters. 

In section 4, there are one or two obsolete reciprocal provisions 
which technically violate the most-favored-nation principle. That 
has a relation toGATT. It is not particularly important. 

Mr. Minis. Well, it has a relation also to our old-established prac- 
tice of most favored nation / 

Mr. Brown. Yes,sir. Itisa principle in the Trade Agreements Act. 

The only other one is section 24, which is the same principle we were 
discussing In connection with section 23. 

Mr. Minis. Yes. The repeal of discrimination against imports in 
certain internal revenue taxes is closely related to section 23. 

Mr. Brown. Yes, sir. 

Mr. Minis. Those particular sections to which we have alluded 
are not strictly simplification sections, are they ¢ 

Mr. Brown. It all depends upon what you mean by “simplification.” 
But it seems to us that one could properly say that it is a simplitica- 
tion to have all of our tariff protection treated in the same way, as 
distinguished from having them sprinkled around in different sec- 
tions and having some called processing taxes and some called tariffs. 
That is not simplification. 

Mr. Mutts. It would be simplification from the viewpoint of the 
uporter-exporter to have general uniformity throughout the world, 
I can see that. 

Mr. Brown. You only lave to look at one statute and you know 
where you are. 

Mr. Minis. I have particular reference, when I mentioned the word 
“simplification,” to the administration of the law here in the United 
States, 

Mr. Brown. I doubt if it makes much difference in that. 

Mr. Mitts. How important is section 14, Mr. Brown / 
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Mr. Brown. Section 14 is very important. 

Mr. Mitxs. That is the section about which so much complaint ha. 
been made to the committee, and many of us have had opportunities to 
discuss the section with people outside of the committee. There seeni- 
to be a general fear that, as a result of the enactment of that section, 
certain industries will lose some of the protection which they now 
have. 

Mr. Brown. | think that most of that is based upon a misconcep 
tion, because it is perfectly true if the bill simply said, “We will now 
change from the American selling price to foreign value,” that you 
would get in a good many cases a reduction of protection. But the bil! 
loes not stop there. The bill goes on and says that before that change 
can be made an expert body has to figure out an equivalent duty and 
only when that has been done and the duty has been fixed can the 
change be made. So that it is as explicit as it can be written in the 
English language, it seems to me, that the purpose of this bill is not 
to effect a reduction in the tariff. [think what frightens a lot of people 
is that it will show as a result that a lot of the rates are a lot higher 
than many people think they are. 

Mr. Mitts. I have had that same thought, if I may interpose, Mr. 
Brown. 

Do you have any idea what the equivalent rate of duty might be on 
some rubber goods? For instance, have you figured out or had any 
information given to you as to what the equivalent rate might be for 
chemicals or rubber goods, both of which are protected under this 
American selling price provision ¢ 

Mr. Brown. I have not done it myself, or had anyone on my staff 
do it, but I know that some of the people I talked to in the chemical! 
industry tell me that it might be as much as 200, 300, or 400 percent. 

Mr. Mitus. Ad valorem ¢ 

Mr. Brown. Yes, sir. And in some cases, to everybody's great 
surprise, it might result in a lower rate than the existing statute be- 
cause of changes in price relationships. 

Mr. Minis. Whatever it is it should be reflected in duty that would 
accord the same protection ¢ 

Mr. Brown. Yes, sir. And we think that everybody should be 
treated on the same basis, and everybody should know just what thie 
tariff protection is, and what he is getting. We have no desire or 
intention to change the protection under which these people are now 
operating. 

Mr. Mitts. In other words, this bill, if enacted, would accord to 
domestic producers the same relative protection which they enjoy 
today; however, in place of having that protection reflected in the 
American selling price, or some processing or internal revenue tax, 
all protection would be reflected in the rate of duty ? 

Mr. Brown. Yes, sir. 

Mr. Mitts. Now, some of those rates of duty might be excessively 
high, as you pointed out. 

Mr. Brown. Sir, we have no concern with the level. It should come 
out at whatever the present level is, and if that was the judgment of 
Congress, that we accept. 

Mr. Mitzs. Would there be any material reaction on the part of 
those nations with whom we are in agreement under GATT to the 
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change-over if the change-over reflected a rate of duty of 200 or 300 
percent ad valorem’ W ould there then be pressures on the State De- 
partment for agreements to reduce those duties 

Mr. Brown. No; no different than there are now. Mr. Mills. The 
experts abroad know just as well as at home what the actual level is. 
I think it is more a question of the general public. 

Mr. Mis. The way it is now, nothing could be done under the re- 
ciprocal trade agreements program or otherwise except through leg- 
islation to change the degree of protection which an industry has 
under the American selling price ? 

Mr. Brown. This bill will not change that situation in that respect 
at all. It will not add to any existing powers at all. 

Mr. Minis. Would the State Department go along with an amend- 
ment providing that, when this new duty is determined by the Tariff 
Commission in accordance with the section, it would not be subject to 
negotiation under the Reciprocal Trade Agreements Act ¢ 

Mr. Brown. Well, sir, since the present duty is subject to negotia- 
tion under the Trade Agreements Act, and we could in that negotiation 
modify it within the standards that are imposed and the limits of 
50 percent set by the Congress, we could do that now. 

Mr. Mitis. You could allot less duty. But if we change—— 

Mr. Brown. Yes, sir. But if a reduction in duty is “indicated of 
5 percent of the American selling price, we reduce it 5 percent. 

Mr. Miiis. Pardon me for interrupting, but you cannot reduce the 
American selling price in fact. 

Mr. Brown. No, sir; but we can reduce the rate applied to the 
American selling price basis. May I take you through an illustration ¢ 

Mr. Minus. Yes. 

Mr. Brown. Suppose the duty is 50 percent based on American 
selling price, and has not been touched, so we have the right to change 
it 50 percent. Let us assume we went into a negotiation and held 
hearings and came to the conclusion that a 50-percent reduction would 
be safe, so we reduced the duty from 50 percent on American selling 
price to 25 percent on American selling price. 

Now, let us assume on that same set of facts that you have a 50-per- 
cent duty on American selling price, and you change the duty to 
export value as contemplated in this law and ‘it comes out 200 percent. 

You go into a negotiation and you decide you can make a 50-percent 
reduction and you come down to 100 percent. Now, 100 percent is 
exactly the same level of protection as the 25 percent you would have 
had. 

In other words, it does not change the situation. You change the 
rate and the possibilities of reduction are not changed whether the 
duty is computed in terms of American selling price basis or foreign 
selling price basis. 

Mr. Mutts. In other words, 25 percent ad valorem duty based upon 
American selling price would be equivalent of 100 percent ad valorem 
duty based upon the foreign factor ¢ 
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Mr. Brown. Yes, sir. 

Mr. Mitts. It would be identical. 

Mr. Brows. That is my understanding. 

So that I think we probably would object to the suggestion you 
made, because that would limit the authority we have now. As | 
have said, we would not be given any new authority by the statute. 

Mr. Minis. How about the processing tax which we referred to a 
littie earlier ¢ 

Mr. Brown. It is my understanding that we cannot change that 
how, 

Mr. Minis. You cannot under the reciprocal trade agreements 
change that at all? 

Mr. Brown. That is my understanding. 

Mr. Mitts. You are in accord with the amendment providing that 
if it is converted over toa duty, it shall not be subject to reduction / 

Mr. Brown. Because we do not want people to be subject to change 
or greater risk of change than they are now. 

Mr. Mitis. Iam through, Mr, Chairman. 

Thank you, Mr. Brown. 

The Cuairman. Mr. Simpson ? 

Mr. Simrson. Mr. Brown, how much do you anticipate this bil! 
will cost in loss of revenue ¢ 

Mr. Brown. I have not any idea on that point, Mr. Simpson. But 
the question that you have asked me does make me think of one qualili 
cation that IT ought to make to the remarks that I have previously 
made, and that is that I have been thinking all along of the tariff 
provisions and procedures as I have been talking, but there is one pro 
vision—and IT do not know which section it is—which changes the 
method of computing the wine gallon taxes, and IT believe because of 
present commercial practice the practical effect is that the imported 
goods are treated in a different way from the domestic goods. And 
I believe that will involve a reduction in the amount of tax paid by 
the importer. 

Mr. Simpson. If I recall, it was $12 million, but L would like to 
check that figure before it is printed. 

Will this confirmation change in the processing tax on fats and 
oils into the customs area create a situation where that can be nego 
tinted downward / 

Mr. Brown. No, sir. The law specifically says it cannot be. 

Mr. Simpson. What is our present status as a member of GATT 
What is our present status as a nation / 

Mr. Brown. We are provisionally applying the agreement. That is 
to say, in the first place we apply it only to the extent that it is con 
sistent with our existing laws. 

Mr. Simpson. Are other nations in the same position / 

Mr. Brown. Secondly, that it can be terminated on 60 days’ notice. 

Mr. Simpson. Are other nations in it on the same basis, or have the) 
made provisional acceptance / . 

Mr. Brown. They are all in it on a provisional basis. 

Mr. Simpson. Is it your opinion that if the United States were to go 
inona full basis, that the others would quickly follow / 

Mr. Brown. We hope so. , 

Mr. Stupson. Well, do you believe they will? Are they holding 
back because we have not gone into it fully and freely / 
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Mr. Brown. They normally follow our lead in matters of this kind; 
ves, sir. 

" Mr. Srmpson. Well, your answer is practically “yes,” is it not? 

Mr. Brown. Yes: because of the fact that we are the most important 
trading nation in the world, and if we are not a part of it, it does not 
have a very good chance of success. 

Mr. Simpson. Why do we not adopt it on the full basis now’ Why 
do we not accept it fully ? y 

Mr. Browy. One reason: probably the most important reason, Is 
that some of our legislation is different from the requirements of 
GATT, and we cannot. 

Mr. Simpson. But did we agreetoGATT? Our negotiators agreed 
to GATT, or what did they agree to 

Mr. Brown. As I say, on a provisional basis. We are applying 
it as much as we can. 

Mr. Simpson. If we adopt this customs simplification bill in its 
entirety as introduced, will we then be in a position to accept the 
GATT agreement permanently ¢ 

Mr. Brown. Not completely: no, sir. 

Mr. Simpson. What will we lack / 

Mr. Brown. There will need to be a change in our copyright law 
anda change in the present prohibition on the export of tobacco seed, 
both of which would not conform- 

Mr. Simpson. Tobacco seed and what / 

Mr. Brown. Copyrights. 

Mr. Simpson. Is there any amendment contemplated to include 
those in this bill? 

Mr. Brown. No. sir. 

Mr. Simpson. Is it planned to bring any bills before the Congress to 
change the law with respect to those two items / 

Mr. Brown. | believe there is a law before the Judiciary Committee. 

Mr. Stmpson. On the copyrights ¢ 

Mr. Brown. Yes, sir. 

Mr. Simpson. Is there one on tobacco seed 7 

Mr. Brown. No, sir. 

Mr. Simpson. Is one contemplated ¢ 

Mr. Brown, Not at present. 

Mr. Simpson. Is the State Department in favor of it? 

Mr. Brown. Yes. sir. 

Mr. Simpson. What steps are they taking to get its adoption by 
Congress / 

Mr. Brown. I thought I said there was no bill. 

Mr. Simpson. What is that / 

Mr. Brown. There is no bill. 

Mr. Simpson. You are taking no steps, but you are specifically 
recommending it. Then the effect of passing this customs simplifi- 
‘ation bill would not, in itself, make it possible for us to adopt GATT, 
and it would not, in itself, be an aid to the other nations which are 
depending upon us to go first. You will agree with me on that. that 

it would not permit us to adopt GATT permanently ¢ 

Mr. Brown. It would not in and of itself permit us to adopt GATT 
definitely. It would, I am convinced, make a considerable difference 
to the other countries in conforming to the customs provisions of 
GATT. 


S7474—51——- 41 
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Mr. Stmupson. Do you mean by that that they would not consider 
the withholding of tobacco seed and copyrights material ? 

Mr. Brown. Most of them would not. Most of them would not 
be in the least affected by those two provisions. 

Mr. Simrson. That is because it did not affect their own interests 
they would not deem it as material. 

Well, now, to get back once more, the State Department, as far 
as you know, is not contemplating introducing legislation to change 
the law in that respect ¢ 

Mr. Brown. Not at present, sir. I would hope that eventually 
we would ask that a bill be introduced to that effect. 

Mr. Simpson. We cannot become a full fledged member of GAT 
until that is done, can we? 

Mr. Brown. Not completely, no, sir. 

Mr. Simpson. Do you not believe that that is a good provision of 
law, to forbid the exportation of certain types of tobacco seed / 

Mr. Brown. No, sir. 

Mr. Simpson. You do not want to protect that branch of our great 
industry ¢ 

Mr. Brown. For one thing, Mr. Simpson, you can put enough to 
bacco seed in your hip pocket to start six plantations and it just is 
an impractical piece of legislation. It does not have any effect. 

Mr. Simpson. Of course, that might be, but why do you not ask 
its repeal, then, and include it here, if it is immaterial to the econon) 
of the N: ition ¢ 

Mr. Brown. Well, sir, we have not done so, and I know of no present 
pl ins to do so. 

Mr. Stupson. Do you know whether the Treasury Department wrote 
this? 

Mr. Brown. The Treasury Department wrote this bill. 

Mr. Simpson. Did the State Department help write it ¢ 

Mr. Brown. No, sir. 

Mr. Simrson. Did the State Department recommend various sec 
tions to it? 

Mr. Brown. No, sir. 

Mr. Simpson. You did not know anything about it? 

Mr. Brown, Certainly, we knew about it. 

Mr. Simpson. Were you consulted with respect to it ? 

Mr. Brown. We were shown the draft and we were happy to see it. 

Mr. SumpscNn. But you did not specifically recommend these severa! 
items in this bill which are necessary to the approval of GATT ¢ 

Mr. Brown. No, sir. 

Mr. Stmpvson. Now, you are familiar with the resolution we adopted 
here called the Oatis Resolution that asks us to change our trade rela 
tions in respect to Czechoslovakia ? 

Mr. Brown. Yes, sir. 

Mr. Stmpson. ‘They are a nation in GATT, are they not ? 

Mr. Brown. Yes, sir. 

Mr. Simpson. [understand they are taking steps now 2 months after 
we have passed the resolution not to stop the trade with Czechoslo 
vakia, but in compliance with the recommendation remove our co! 
cessions. But we cannot do that arbitrarily,can we? You know that. 
do you not ¢ 
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Mr. Brown. No, sir. Let me put it this way: We can, of course, 
but we thought it much wiser and better policy to go about it in the 
way we are going about it. 

Mr. Simpson. Congress did not give you any limitation as to how 
you should do it. 

" Mr. Brown. No, sir: Congress did not tell us how to do it. 

Mr. Simpson. How do you intend to do it¢ 

Mr. Brown. As far as the GATT is concerned, we intend to ask for 
a dissolution of the whole GATT contract between us and Czecho- 
slovakia. We will then have no further commitments to the Czechs. 

Mr. Srmrson. You ask permission of the GATT Conference to 
allow us to withdraw our concessions made to Czechoslovakia ¢ 

Mr. Brown. We have asked them to agree that that should be done, 
yes, sir. 

* Mr. Simpson. How many will it take of these other countries of the 
world to tell us whether we may or may not continue making conces- 
sions to Czechoslovakia ? 

Mr. Brown. It would require 16 votes to abrogate the provisions 
of the agreement between us and Czechoslovakia. 

Mr. Simpson. If the GATT countries refuse to give us that number 
of votes, do you anticipate we would do it anyway ¢ 

Mr. Brown. I doubt if they will refuse, sir. We will cross that 
bridge when come to it. 

Mr. Srmpeson. You doubt if they will refuse ? 

Mr. Brown. Yes, sir. 

Mr. Simpson. Have they given any indication as yet as to what 
they may do? 

Mr. Brown. The matter is now being discussed in Geneva. 

Mr. Simpson. We had some transactions under GATT with Czecho- 
slovakia a few months ago dealing with the question of removing 
concessions on felt hats, did we not? 

Mr. Brown. Yes, sir. 

Mr. Simpson. And what did we do? 

Mr. Brown. We acted under the escape clause in conformity with 
the recommendation of the Tariff Commission. We withdrew the 
concession. The Czechs objected and our action was sustained by 
the contracting parties. 

Mr. Simpson. What did our good friends in GATT do? 

Mr. Brown. They agreed that it was a justified action. 

Mr. Srvrson. Is that all they did, they agreed it was justified / 
Did they approve it? 

Mr. Brown. Yes, sir. The Czechs challenged us and said it was 
not proper action, and the contracting parties agreed with us and 
not with the Czechs. 

Mr. Simpson. The contracting parties agree that- 

Mr. Brown. With us. 

Mr. Simpson. On a permanent basis / 

Mr. Brown. They agreed that our action withdrawing the con- 
cession was all right. 

Mr. Simpson. I have information, and I am not trying to conceal it. 

Did they not agree that it was all right on a temporary basis? 

Mr. Brown. They asked us to keep the situation under review, yes, 


sir, 
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Mr. Simpson. Well, now, does that mean it is temporary or pet 
manent ¢ 

Mr. Brown. It depends on what the review shows. 

Mr. Simpson. Has that review been completed yet ¢ 

Mr. Brown. If what you are asking is, is there any present actior 
contemplated for changing the present situation, I would say ne, sit 
there is not, 

Mr. Simpson. Do you know a person personally or a man by ¢! 
name of Hans Heymann / 

Mr. Brown. No. sir: I do not. 

Mr. Simpson. A member of the Bank for International Sufferanc 
who wrote a document? Do you or do you not know of him 

Mr. Brown. I do not know him or of him. 

Mr. Stmvson. He writes in a rather elaborately prepared pape: 
which is marked “Restricted.” and I do not know why it should |x 
a secret, and in talking about the working party that was set 1 
under article 8 of the general agreement, he says, and he is talking 
about how Czechoslovakia may suffer from our withdrawing certain 
concessions : 

While the United States was not condemned outright it was asked to restor 
the concessions withdrawn in whole or in part, it is assumed that it is reaso 
ably clear that the withdrawal was no longer justified under article 19. | 
other words, the United States action was recognized only as an emergen 
move of limited duration, and in setting out its findings— 
and this is very important— 
the working party defined the conditions under which the escape clause might 
be used so exactly that the clause it not likely ever to be used again in practice 
Could you comment on that? 

Mr. Brown. I do not agree with Mr. Heymann. 

Mr. Simpson. Do you know what definitions the working part 
put on the escape clause ? 

Mr. Brown. Yes, sir. 

Mr. Stimpson. What was it? 

Mr. Brown. Substantially a definition that we have always | 
on it. 

Mr. Simpson. A definition we have always had on it? 

Mr. Brown. That is my understanding. 

Mr. Simpson. Was that the same definition that was being app! 
to the eseape clause which was contained in the last extension of 
the Reciprocal Trade Act ¢ 

Mr. Brown. Substantially. 

Mr. Simprson. You say substantially. Is it the same thing? 

Mr. Brown. The essence of it is that if there is a serious injur 
or a threat of serious injury caused by imports and obligations wider 
a trade agreement, concessions may be withdrawn for as long and to 
the extent necessary to remedy or prevent the injury. That ts 
essence of it. Obviously, if there is no injury, you do not want 
withdraw the concession. If there is an injury you do want to \ 
draw the concession. That is the guts of the thing, and that is » 
we operated under in this case, because injury was found’ « the Tos 
Commission. 

Mr. Simrson. Then, so far as that withdrawal with respect to | 
hats is concerned, as soon as GATT finds that we are not being 
jured, those concessions would automatically be reinstated / 





SIMPLIFICATION OF CUSTOMS ADMINISTRATION 637 


Mr. Brown. No, sir, they can only reinstated by our action. 

Mr. Simpson. That does not check with what I understood you 
to say a moment ago when you said it was a continuing injury, and 
was no final action. 

Mr. Brown. I said we were requested by the contracting parties to 
keep the situation under review. Obviously, if the situation should 
change, and there should be a situation in which imports could not 
cause any injury, there would not be any need for the action. What 
action we would take under those circumstances, I do not know. 
We would have to decide that when the time came up. 

But as far as the protection of the American industry is concern- 
ed, of a threat of competition or injury from competition were re- 

Mr. Simpson. You mean it would take affirmative action on our 
part in order to have the rate on felt hats applicable to Czechoslovakia 
resinstated / 

Mr. Brown. Yes, certainly. That is up to us. 

Mr. Simpson. Would that not be in violation of GATT ¢ 

Mr. Brown. Would what be in violation of GATT 

Mr. Simpson. Are we not violating the provisions of GATT when 
we reach out and withdraw the concessions made on felt hats? 

Mr. Brown. That is precisely what the Czechs claimed we were 
doing, and precisely what the contracting parties disagreed with them 
about and said we were not violating the provisions. 

Mr. Simpson. Put the GATT nations have not agreed with us yet, 
have they ¢ 

Mr. Brown. Yes, sir, they did. The working party did. 

Mr. Simpson. Yes, but the working party is not the approval organ- 
ization. 

Mr. Brown. So fas as the matter has proceeded, we have been 
agreed with. 

Mr. Simpson. T understand that, but the contracting parties have 
not agreed vet, have they ¢ 

Mr. Brown. Not formally: no sir. 

Mr. SIMPSON. Will they be required to agree before there is com 
pleted action with respect to that little item ¢ 

Mr. Brown. The action was completed a longtime ago when we 
withdrew the concession. 

Mr. Simpson. Is there anything further that the contracting parties 
have to do under the _ ATT agreement / 

Mr. Brown. No, Sl 

Mr. Simpson. W fit then, refer to the working party which came 
after the time of the meeting? Did the ‘v have the authority to se ‘ttle 
it ¢ 

Mr. Brown. If the contracting parties had decided that we had 
not acted properly, and that there was no injury, or that our action 
was not in conformity with the GATT, they could then have done one 
thing, and one thing only, and that would have beer to author ize the 
Czechs to withdraw from us concessions substanti: ally equivalent in 
value to the concessions that we had withdrawn from them. They 
could not have directed us to do anything to reinstate the concession 
or take any other action, but they could have authorized the Czechs to 
take compensatory action. 

Mr. Simpson. Yes: but. instead of doing that, what they did was 
toname a working party. 
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Mr. Brown. That was to find out whether they agreed with us or 
with the Czechs. 

Mr. Simpson. But there has been no meeting of the contracting par 
ties since the working party was named? 

Mr. Brown. No, sir. 

Mr. Stupson. Then the working party; have they reported? 

Mr. Brown. The working party has made a report; yes, sir. 

Mr. Simpson. They have what? 

Mr. Brown. The working party has made a report. 

Mr. Simpson. And there has been no action taken by anyone as a 
result of the working party’s report ¢ 

Mr. Brown. No, sir; not yet. 

Mr. Simp-on. There will be; will there not ? 

Mr. Brown. Probably. 

Mr. Simpson. By whom? 

Mr. Brown. By the contracting parties. 

Mr. Simeson. All right, now, the thing is not settled until the con 
tracting parties take action? 

Mr. Brown. As far as whether or not we are going to do anything 
about the tariff rates on felt hats is concerned 

Mr. Simpson. I do not care about that. I want to know whether we 
have the authority under GATT to run our country as we see fit, to 
remove concessions where we want to remove them, or whether it 
depends upon the 16 other nations of this world. 

Mr. Brown. The answer to your question, so far as the escape clause 
is concerned in the hat case that we are talking about, is an unqualified 
aad 

Mr. Simpson. Then, are you anticipating the action taken by the 
contracting parties will be in support of our position ¢ 

Mr. Brown. Yes. 

Mr. Simpson. You would searcely care otherwise if they are « 
dependent upon us to make the GATT agreement effective. They 
would not join it utnil we do take aflirmative action. 

Mr. Brown. No, sir. 

Mr. Simpson. Are countries permitted to make unilateral agree 
ments if they are members of GATT? I mean, is Great Britain pe: 
mitted under GATT to make agreements with Cuba on effective tarit! 
matters ¢ 

Mr. Drown. Yes, sir. 

Mr. Simpson. How does that work out? Can she make that to he: 
own advantage and withhold benefits to other fellow members o! 
GATT? 

Mr. Brown. No, because she is obligated to give the other parti 
ico GATT the same treatment that she gives Cuba. 

Mr. Simpson. Suppose she makes a contract with Cuba that Cuba 
will sell her all of a certain quantity of a certain product, and thereb 
removes it from the world trade. Is that in accordance with 1 
principles of GATT? 

Mr. Brown. If the amount involved was sufficiently significant a 
the terms of the contract were long enough to make a difference to t) 
other countries, and if there had not been an equal opportunity f 
other countries to make a bid for the contract, and various other « 
ditions of equality had not been performed, then there might bi 
basis for protest under the GATT. 


Bl 
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Mr. Srurson. What is the situation with respect to recent agree- 
ments between Great Britain and Cuba? Are they involved, and how 
do they fit into your explanation of the limitation ¢ 

Mr. Brown. The agreement is perfectly all right as far as we are 
concerned 

Mr. Simpson. What does it involve? I think that is a very impor- 
tant matter, it seems, to a lot of countries which are bound under 
GATT. 

Mr. Brown. May I take advice as to whether this agreement is a 
matter of public record ¢ 

Mr. Simpson. What was that ? 

Mr. Brown. May I take advice as to the extent to which this agree- 
ment you are talking about is a matter of public record, since that will 
bear on it? 

I would like to find out how far I can go in discussing it with you. 

Mr. Simpson. Yes. 

Mr. Brown. I am told it is public, so what the agreement is, as I 
understand it, is that the British have agreed to buy a certain quantity 
of sugar from the Cubans, and the Cubans have agreed to give them 
certain tariff concessions on their product in return. I see no objection 
to that agreement. 

Mr. Stmpson. Is that as far as you want to go? 

Mr. Brown. Yes, sir. 

Mr. Siapson. W hy do you not think the world ought to know whiat 
is going on? 

Mr. Brown. I have just been advised that it is a matter of public 
record, 

Mr. Simpson. I do not care whether it is public record or not. I 
have gotten information, and it seems to me that they ought to know 
over in Europe. 

Mr. Brown. They do. 

Mr. Stmpson. They do? Why cannot we know? 

Mr. Brown. If it is published, I am sure it is known. 

Mr. Simpson. Then why cannot we know ? 

Mr. Brown. [ have just told you, sir, what the agreement was. And 
[ will answer any questions you would like to ask about it. I did not 
personally know whether it was published or not. I am now advised 
that it is published, and there is no reason why I cannot discuss it with 
you completely and answer all of your questions about it. 

Mr. Stmpson. Is the Cuban Government now free to trade away 
our referendum agreement to other countries, whether members of 
GATT or not, as against reciprocal tariff concessions or commitments 
to purchase Cuban commodities ? 

Mr. Brown. As far as preferences are concerned, we considered 
them of no particular importance. We were consulted about it and 
saw no objection to the arrangement. We think, in general, it was to 
the best interests of this country as well as the Cubans and the British. 

Mr. Stmpson. Is it not in violation of GATT—— 

Mr. Brown. No, sir. 

Mr. Simpson (continuing). When GATT was not a bilateral agree- 
ment but among several countries ? 

Mr. Brown. That was one kind of bilateral agreement. It does 
not prohibit this bilateral agreement. 
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Mr. Simeson. When Britain goes out and selects a country, as | 
understand it, it is discriminatory when she goes into that agreement, 
and then buys Cuban sugar and Cuba is selling to another land and 
another country. 

Does not Britain hurt free trade that way ? 

Mr. Brown. No, sir. The British are just as free as we are to go 
anywhere in the world they want to to buy their sugar. And, if the 
Cubans want to sell them sugar, we have no complaint. Anyhow, it 
is a question of free competition. 

Mr. Simpson. Does not that agreement have to be in accordance 
with G. A’ rT? 

Mr. Brown. I have just said, in our opinion, it is not in violation 
of GATT. 

Mr. Srmpson. Does it come under what they call the British Com- 
monwealth preference rights ¢ 

Mr. Brown. No; it has nothing to do with the British Common- 
wealth preferences. 

Mr. Srvpson. How are we going to get this GATT approved ¢ 

I want to get back to that original subject. How do we get it ap- 
proved? Are you going to have the copyrights and tobacco taken 
out of the GATT agreement ? 

Mr. Brown. Well, to be quite frank with you, we have not been 
thinking recently about the problem of getting the GATT definitely 
approved. So [cannot tell you what our pl: ins are. 

Mr. Simpson. Was it not intended that GATT was to be temporary ; 
that is, in advance of ITO? 

Mr. Brown. No,sir. GATT has always stood on its own feet. 

Mr. Simpson. It was always planned to be permanent; is that right / 

Mr. Brown. So far as we are concerned, we have always thought of 
GATT as something that would stand on its own feet. Some of the 
other countries felt that it was a part of a larger picture, and if the 
ITO did not come into effect, as it has not and won't, they want to 
have another look at whether they would go ahead with GATT or not. 

So far as we are concerned, we consider the GATT to be a valuable 
thing on its own merits. 

Mr. Simpson. Mr. Brown, inasmuch as the passage of this bill in the 
form introduced would not permit us to accept GATT finally, would 
you have any objection to our inserting in this an amendment similar 
tothe one that we put on the Reciprocal Trades : that endorsement here 
should not be taken as approval of GATT ? 

Mr. Brown. I would not state any particular objection to that 
offhand. I would have to consult other people in the Department 
about it. 

sut it seems tome it would be self-evident. 

What we are asking here is that we are supporting certain changes 
in our customs procedures which seem to us to be sensible and wise. 
They seem to us to be so sensible and wise that we have urged that 
even with no international agreement they would be sensible and wise 

We are here asking for this thing on its merits. And, as T said, I 
would be here making the same plea whether we had a GATT o1 
whether we did not havea GATT. 

Mr. Simpson. Tlow general is it among the GATT nations to ask 
for concessions, or, rather, releases from the concessions they have 
made bet ween themselves ? 
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Mr. Brown. Very unusual. 

Mr. Simpson. We have asked for it in respect to hats, and what 
other countries have done it / 

Mr. Brown. The only time the escape clause has been used has been 
our case. 

Mr. Simpson. In our case alone / 

Mr. Brown. Yes, sir. 

Mr. Simpson. Do we have any others pending ? 

Mr. Brown. There are a number of applications for escape-clause 
actions pending before the Tariff Commission. 

Mr. Stmeson. Of the United States / 

Mr. Brow N. Yes, sir. There are ho aetions how in process. There 
are a number of applications for action which are now before the Tariff 
Commission. 

The Tariff Commission is deciding whether or not to make the 
recommendation of action, or whether to dismiss the complaint. 

Mr. Simpson. Yes. 

But over in Europe you may say that there are none pendi 

Mr. Brown. No, sir: none that I know of. 

Mr. Simerson. From the United States / 

Mr. Brown. No, sir. 

Mr. Simrson. Are there any from other countries / 

Mr. Brown. IT don't think so. 

Mr. Siupson. Do we have ans that we contemplate presenting? 

Mr. Brown, No. Sir. Of COUrse, the only with we can present one 
is if there has been an application to the Tariff Commission, and the 
Taritl Commission has recommended that action be taken. 

Mr. Stimpson. I believe that is all IT have. 

Thank vou, Mr. Brown. 

Mr. Brown. Thank vou, sir. 

The Cuatrman, Are there any further questions / 

Mr. Curtis. Yes. sir: I have some questions. 

The CratrMan. Mr. Brown, will it be convenient for you to come 
back at 10 o'clock in the morning 4 

Mr. Brown. Yes, sir. 

The Cuamman. Very well. 

Without objection, the committee will recess until 10 o'clock to- 
morrow morning. 

(Whereupon, at 12220 p. m.. the hearing was recessed until 10 a. m. 
Wednesday, September 19, 1951.) 
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WEDNESDAY, SEPTEMBER 19, 1951 


Hovsr or REPRESENTATIVES, 
Com™Mirree ON Ways Anp MEANS, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to recess, in the Ways and 
Means Committee Room, New House Office Building, Hon. Robert L. 
Doughton (chairman of the committee) presiding. 
The Cuairman. The committee will come to order. 


STATEMENT OF WINTHROP G. BROWN, DIRECTOR OF THE OFFICE 
OF INTERNATIONAL MATERIALS POLICY, DEPARTMENT OF 
STATE, WASHINGTON, D. C.—Resumed 


The Camm n. Do you have any additional statement, Mr. Brown ? 

Mr. Brown. No, sir. I am just prepared to answer any questions 
that the committee may wish to ask me. 

The Cuamman. Are there any questions / 

Mr. Mason. I had a few questions, Mr. Chairman. 

Mr. Brown, as a background for the few questions I have to ask, 
and in order that you and [ will understand each other in the ques- 
tions and answers, I want to say that one of my first votes here, 15 
years ago last February, was against the extension of the reciprocal 
trade agreements, and that Tam not in favor of the ITO, nor in favor 
of GATT, because 1 feel that they have done more harm than good. 

Now, I understand, of course, that you are on the opposite side; 
that you do believe in GATT, and that you do believe in the ITO, 
and that, of course, is your privilege, because you believe that they 
are accomplishing and have accomplished a great deal of good. I 
think that that is a good place we can start from. 

Now then, on the top of page 2 in your written statement, you say: 


The kind of treatment that foreign cheese and bricks and razor blades get in 
American customs houses has a perceptible influence, directly and indirectly, on 
the attitude of governments on such problems as sharing their scarce materials 
with us or cutting off their trade with the Soviet bloc. 

That is at the top of page 2 of your statement. 

My question is, what success have we had specifically in cutting off 
trade of other governments with the Soviet bloc ¢ 

Mr. Brown. Mr. Mason, we have had considerable success in that 
effort. Most of the countries have joined with us in the embargo on 
trade to Red China in the UN; and as far as the Western European 
countries are concerned, there is a very large degree of parallel action 
between their controls and our controls, so far as shipments to the 
East are concerned. 

643 





644 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


That is a matter which we are constantly discussing with them, to 
try to bring our practices as closely together as possible. 

Mr. Mason. Now, that is quite a general statement, Mr. Brown. 
Specifically, England still trades with Russia, and they are going to 
buy 200,000 tons of wheat from Russia, and it still sells rubber t 
Russia: and would you say that that is an indication that we hay 
been successful insofar as England is concerned ¢ 

Mr. Brown. Oh, ves. England is sending very much less important 
items to Russia than she did before. She has to have the wheat from 
somewhere so that her people can eat. 

Mr. Mason. We have oceans of it, and she can get it from us. 

Mr. Brown. But it costs dollars, and we have ceased Marshall plo 
aid to Britain, as vou know, and she is now paddling her own canc 
That is a very serious problem. 

The amounts of rubber which are involved are again much less tha: 
they have been before, and there are restrictions on the exportatior 
of rubber from Malaya which did not exist before. So, there has bee: 
significant progress in that direction, sir. 

Mr. Mason. In the middle of page 2, you have one sentence there 
which says: 

And this bill does not aim at the elimination of such essential barriers. 

And you are talking about trade barriers. That word “aim” bothers 
me. 

I am not a very good sportsman, so far as hunting is concerned, an 
if f aimed at one animal I would probably hit another. And our aims 
and objectives in this foreign trade business have been fine, what wi 
aimed at: but what we actually hit or accomplished, or the result, 
has been altogether different. 

Now, T am afraid, sir. that the aim of the State Department hia: 
been very poor, in that they have not brought about the results that 
thev aimed at. Could you comment on that a little bit, please / 

Mr. Brown. Well, certainly Tam in the same position as you are. 
if | got out with a rifle and tried to shoot at something. As far as 
the aim of this bill is concerned, I testified yesterday, and T repeat to 
day, that it is not the purpose of this bill to eliminate these essen 
protections: and in our view, as we examine the bill and study it, w 
do not think it will have that effect. 

Mr. Mason. That is the point, exactly. It is not the purpose of the 
bill, vou say. but the result of the bill will, in my opinion, have exact! 
that effect. Now, in your opinion, of course, it will not. 

Mr. Brown. No, sir. 

Mr. Masox. Then with my opinion of what the actual effect 
be—and Tam sitting on this side of the desk—if you were in mv pl 
how would you vote on this bill? 

Mr. Brown. If I were in your place, I would vote in favor of the } 

Mr. Mason. In the middle of page 3, you have a paragraph tl» 
which discusses GATT somewhat, and vou staré out by saying: 


* 


We have discussed these problems frequently with other countries. 


Now, vou mean by “we,” representatives of the State Departn 
of course / 

Mr. Brown. Representatives of the United States Government, si 
t} were have been many other agencies involved besides ourselves. 
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Mr. Mason. And then, later on in that paragraph, you say: 

Most of these provisions on customs treatment were either initially urged or 
warmly supported by the United States. 

Do you mean by representatives of the United States, or repre- 
sentatives of the State Department, or do you mean that the majority 
of the people of the United States really initiated these and supported 
them warmly ¢ 

Mr. Brown. Literally T mean that they were urged in these discus- 
sions by representatives of the United States Government, and I also 
feel that they are supported by the great majority of the American 
people. 

Mr. Mason. Well, Mr. Brown, of course you are just as much en- 
titled to vour opinion as Lam. 

Mr. Brown. Thank you, sir. 

Mr. Mason. And I would not argue with you about your opinion. 
But with my opinion as it is, with my attitude toward reciprocal trade 
agreements for the last 15 vears, and I have been watching it very 
carefully, and from my standpoint, I think that they have done more 
harm than good: and, therefore, I shall oppose and vote against this 
bill. Ithink that that is definite. 

Mr. Brown. I am very sorry, sir. 

Mr. Mason. That is all. 

Mr. Brown. Thank you. 

The CHamrman. Are there any further questions from any member 
of the committee ¢ 

I have a letter here from Mr. Guy E. Reed, of the Chicago Associa- 


tion of Commerce and Industry, which, without objection, I will have 
inserted in the record. 
(The letter referred to is as follows:) 


THe CHICAGO ASSOCIATION OF COMMERCE AND INDUSTRY, 
Chicago, Ill., September 12, 1951. 
Hon. Rosert L. DovuGHron, 
Chairman, House Waus and Means Committee, 
Washington, D.C. 

Deak Mr. DovuGHtTon: This association supports H. R. 1535, the Customs 
Simplification Act of 1951. 

As author of this bill, von are well aware of the many complexities of our 
customs procedure. We have reviewed with care both that bill and some of 
the testimony of expert witnesses at your committee’s hearing, who recommended 
various amendments. We do not express ourselves regarding those suggested 
amendments, as we expect you to support those that would result in an im 
provement of the original bill. 

We strongly approve the principle of simplifying the unnecessarily complex, 
outdated, and in many instances unworkable provisions of our tariff law. 

Piease make these views known to the members of your committee. 

Sincerely yours, 
Guy FE. Reep, President. 

The Citarman. The assistant clerk has called to my attention a 
number of communications which have come to the committee, asking 
that the statements contained in the communications be inserted in 
the record, and for some reason they were unable to appear in person. 
There is a large volume of them here, and I would suggest that, sub- 
ject to the condition of having them gone over by the clerk of the 
committee, those that he thinks are pertinent and properly belong in 
the hearings will be made a part of the hearings. 
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Mr. Mason. I think that they ought to be screened out before pu: 
ting them in. 

The Cuamman. That is what I said, subject to screening by t]y 
clerk of the committee. 

The effect of it is that it makes the record so voluminous that it 
very doubtful whether any of it is read, and that is the trouble wit! 
it. We ought to include statements that really make a contributio: 
and have something worth while to offer, and they should be mac 
a part of the record. We are confronted here with a large number o! 
communications, and they are now before the committee. 

I think the chairman will suggest that the clerk sereen them ve: 
carefully, and I doubt, unless that is done, that they should be mac. 
a part of the record. That is a pretty big responsibility on the clerk 
to read all of those. 

Is there objection? None is heard. 

(The re referred to above appear in the appendis 

The Cuarmman. Are there any further questions ¢ 

Mr. Curtis. Mr. srownh, does the GATT agreement prohibit a 
the imposition of quotas? 

Mr. Brown. No, sir. It puts limitations on the use of quotas, and 
it permits them under certain circumstances and would limit or pr 
hibit them under other circumstances. 

Mr. Curris. In just what way is the Andresen amendment to ty 
price-control law a violation of GATT? That was the amendment 
that made it possible to impose quotas with respect to certain dairy 
products, particularly cheese and butter. 

Mr. Brown. If you will excuse me just a moment, I want to look at 
a document. 

Mr. Curris. Surely. 

Mr. Brown. The general philosophy of GATT, Mr. Curtis. 
that the quota is something which should not be used as a limitat 
on trade except in certain specified and rather exceptional circ: 
stances. It is the most complete of all of the barriers to trade. \ 
the long experience of our trade has proved it is a Weapon that has |x 
most frequently used against our exports, and the least used by ¢ 
country. 

Now, it is recognized, however, in GATT, that there are certain | 
cumstances under which it will be necessary to use the quota. ’ 
example, when a country is very short of dollars, for ex: imple, or 
other foreign currency, and cannot pay for the imports that it wou 
like to get, that is a condition in which it has to budget its foreign oe. 
change just as you and I would budget our normal expenditures, «id 
you have to put a limit on the amount that you uel. That is 0 
kind of circumstance under which GATT permits the use of quot 

Another is the case where you have, in connection with the pr 
support programs and others, limitations on the domestic use As pr 
duction or sale. Obviously, if a country has an effective limitation 0! 
any kind on its own people, it is perfectly fair and proper for 
limit the amount of what it will receive from other members. 

jut the Andresen amendment, as I understand it—and T am 
fully familiar with it—does not fit into any of that kind of special | 
that is permitted in the general agreement, and simply imposes 2 
itation on the import of these products for which there is no sp 
justification, 
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Mr. Curtis. Have the other nations imposed similar quotas? 

Mr. Brown. Not of the same kind; no sir. 

Mr. Curtis. When these nations met at Geneva last Monday, there 
was a protest made to that; was there not / 

Mr. Brown. Yes, sir: by quite a number of the countries. Canada, 
for example, which of course is our best customer for agricultural ex- 
ports, is very much upset about it. 

Mr. Curtis. What would be done about it ? 

Mr. Brown. Well, as you know, there are hearings, I think now in 
progress in the Senate on a proposal to repeal section 104 of the De- 
fense Production Act. 

Mr. Curtis. Has the State Department made a request or taken 
part in the recommendation to the Executive for a request for a re- 
peal of this? 

Mr. Brown. The State Department has appeared with the Depart- 
ment of Agriculture, and others, in support of the bill which Senator 
Maybank has introduced to repeal the section; yes, sir. 

Mr. Curtis. Well, do those nations feel that they should be denied 
the right to shut off imports of a product if those imports were going 
to do material damage to domestic industry ? 

Mr. Brown. The point is that the imports are not doing material 
damage, and are not expected to do material damage; and, therefore, 
the limitations are not considered justified. 

Mr. Curtis. Well, there we come back to the definition of “material 
damage”; but certainly the absence of such quotas would do damage 
in this country. If not, great segments of our farm population are 
totally mistaken, 

Mr. Brown. With all due respect, sir, 1 think that they are. 

Mr. Curtis. You think that these quotas have not upheld the price 
of these farm products ¢ 

Mr. Brown. You see, Mr. Curtis, there are perfectly well-estab- 
lished and recognized ways of dealing with the problem which I am 
sure gives you concern, and that is the possibility of damage or in- 
jury to our price- support programs or to the farmer. Section 22 
of the Agricultur: al Adjustment Act was passed by the Congress for 
precisely that purpose, and there are provisions, regular provisions, 
for establishing the need for action in a given case, eithe heen of 
the existence or the threat of injury or the existence of interference 
with a price-support program. 

Now, we have taken care of these situations in GATT so that, when 
the facts are proven, action can be taken along the lines of limitation 
of the imports. What we find difficult about section 104 is that it ts 
just a prohibition or limitation without going through any of the 
regular processes of establishing the need, which is provided for in 
section 22 or in the escape clause in the Trade Agreements Act. 

Mr Curtis. Congress, in the Price Control Act, did not establish 
a quota, but they gave permission for the Executive to establish a 
quota. Is that not right? 

Mr. Brown. But they set out certain standards which were quite 
strict, as 1 understand it. 

Mr. Curtis. Well, now, here the United States is alleged to be a 
rich and powerful country, and how rich we still are may be debated; 
but, at any rate, we are a powerful country. Do you think that we 
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should be for an international program that says to the small coun- 
try, “You cannot impose a quota to protect the men who toil in your 
factories and till your soil if, in your judgment, it will increase their 
income and make conditions better for them’? Do you think that 
this GATT proposition, in that regard, is a sound one? 

Mr. Brown. I do not think that that is what the GATT does; and, 
in the second place, I think that we should be for a program which 
lays down the same rules for all countries. 

Mr. Curtis. I do, too; but 1 do not think it is good for us, and I 
certainly do not think that it is one that we should impose upon other 
countries, 

Mr. Chairman, at this point, I would like to insert in the record 
a news item appearing in the New York Times on September 1s, 
with reference to the meeting at Geneva, and it is just a news column. 

The Cuamman. Without objection, that will be done. 

(The news article referred to is as follows :) 


{From the New York Times, September 18, 1951] 


UNITED STATES CURB ON CHEESE SCorRED AT GENEVA—CANADA TELLS FREE Traps 
tjopyY CONGRESS ACTION VIOLATES Tarirr Pacr Accorp 


(Special to the New York Times) 


GENEVA, September 17.—United States restrictions on the timportation of 
cheese and butter, recently incorporated over administration objections in the 
Defense Production Act, were called “an obvious violation” of the Genera! 
Agreement on Tariffs and Trade by the Canadian Minister of Trade and 
Commerce, C. LD. Howe, in a statement here today. 

Speaking at the opening meeting of the contracting parties to the genera! 
agreement, Mr. Howe said, “Defense production and national security would 
seem to have very little connection with the import control of cheese.” 

It was indicative of the resentment and suspicion that congressional actior 
on the import control of dairy products has aroused “throughout the world that 
this was the only specific trade matter mentioned in the opening speeches of! 
the leading delegates at this world trade meeting.” 

Noting thta the administration was trying to remedy the situation by having 
a rider to the Defense Act repealed, Mr. Howe, nevertheless, said that “the 
commitments undertaken should be observed,” and urged that the government. 
should not “run for cover and demand protection” to satisfy every request of 
special groups for protection from competition. 

It is the purpose of this agreement to prevent a unilateral imposition of a 
new tariff or quota restrictions on trade. While Mr. Howe's speech retlected 
Canadian (and, incidentally, European) irritation at the United States actio 
on cheese and butter, he as well as other speakers had high praise for the mar 
ner in which the contracting parties so far had in the main fulfilled their purpose 
It is the contracting parties (that is, the countries signatory to the general trad: 
pact) sitting as a body that acts as the court of appeal and enforcing agency 
for the agreement, 


THORP VOICES UNITED STATES INTEREST 


Willard L. Thorp, United States Assistant Secretary of State for Economi: 
Affairs, assured the delegates that his country was “very seriously” interested 
in the successful continuation of the progress made since 1947, when the firs! 
IS countries formed the general agreement group. Without mentioning 
anything specific, he asked the delegates to be “seriously discouraged” at the 
temporary set-backs. He said of the group that “the progress that has been mac: 
in its field has been tremendous.” 

It is still possible that the United States will not have to face up to a form: 
complaint on the cheese matter. The item was put on the agenda today, bu! 
there is some tendency to wait a few weeks before doing anything about it to 
see if the administration can get Congress to reverse its action. All the gover: 
ments that have been injured—eight have so indicated to date—would rather 
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have it end that way. But if President Truman cannot win this one, the United 
States delegation here is going to get both barrels from countries interested in 
the cheese trade. 

One Western Pennsylvania representative said privately today that if the ad 
ministration did get the objectionable quota law removed, it would do more than 
any other single action of recent years to strengthen the American position in 
the face of continual Communist and right-wing European attacks on United 
States sincerity and urging the western nations to follow nondiscriminatory 
commercial policies. 

Another matter of special interest to the United States, a request by the State 
Department to be relieved of its objections of the general agreement so far as 
Czechoslovakia is concerned, also was added to the agenda today despite a 
Czechoslovak protest that it was “political.” 

Mr. Curtis. Now, Mr. Brown, I followed with considerable interest 
the discussion yesterday with reference to GATT and the treatment 
of Czechoslovakia. If Mr. Thorp and the other representatives there 
are not successful in getting GATT to approve the withdrawal of 
our concessions to Czechoslovakia, then what does the State Depart 
ment plan to do? 

Mr. Brown. We believe that Mr. Thorp will be successful: and, if 
that should unfortunately turn out not to be the case, we will then 
decide what we should do in the light of the way it turned out and 
what the circumstances were. 

Mr. Curtis. Well, you have no plans now as to what you can do 
in case those efforts are not successful / 

Mr. Brown. | think we will be in a position to deal with the situa- 
tion, but I do not know what our specific plans are. IT do not think 
that they will be hecessary. I think we will be successful. 

Mr. Curris. Now, in being successful, is it anticipated that the 
United States will have to make concessions to other countries in order 
to secure their vote for the approval of this Czechoslovakian matter 

Mr. Brown. No, sir. 

Mr. Curtis. Do you think these other nations, in spite of their pro- 
tests about curbs on cheese, and one thing and another, will go along 
on this Czechoslovakian matter ¢ 

Mr. Brown. We hope that that will be the case: and we also hope 
that the curb on cheese will be repealed. 

Mr. Curris. Without any implied promises that in other fields the 
United States will make concessions to others ¢ 

Mr. Brown. Yes, sir. 

Mr. Curtis. Now, Mr. Brown, do you know whiy the simplification 
of the customs service was not presented tous as such, and these mat- 
ters relating to GATT presented separately, as such ¢ 

Mr. Brown. Mr. Curtis, as 1 explained yesterday, the provisions 
Which are in this bill are, in our opinion—all of them—related to and 
a part of a simplification and unification and harmonization of our 
customs procedures, to get them on a modern and uniform basis; and, 
as I said before, we would have supported these provisions if they had 
or had not been in GATT. 

That is because we think that they are good policy for us to follow, 
and that they will result in improvement in our customs adminis- 
tration. 

Now, just as we are urging the supporting of these provisions and 
these principles before you gentlemen, we have also urged and sup- 
ported them with other countries, and have tried to gain acceptance 
of them by other countries. 
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As I testified yesterday, we have had a considerable measure of 
success in doing so. But the reason we are doing it is because we 
believe in the provisions of the bill, and we are supporting them 
before you, and we hope that you will accept them, and we have also 
supported them on every other opportunity that we have had. They 
are not things or there is nothing in this bill which is a GATT matter, 
as such, and which takes its merit and justification simply because it 
isin GATT. 

Mr. Currts. It seems to me that when the Congress provided the 
money and directed that this study be made of the customs service, 
and report has been made, that then the Congress was entitled to have 
that matter come before it without deletions and without additions of 
other matters that were not necessary to simplification in order that 
the customs service might properly be simplified. It might follow 
that if such an effort was successful in connection with the customs 
service, that the Congress would see fit to follow such procedure wit}; 
other agencies. Perhaps this attempt here to mix it up with some- 
thing else will be quite a discouraging effort on the part of the sim 
plification of Government procedure in cutting down of red tape and 
cutting Government expenses. 

Now, one more question in regard to this quota provision in refer 
ence to dairy products. Do you know whether there was any attempt 
on the part of other countries to dump dairy products in this country? 

Mr. Brown. No, sir: 1 do not know of any such attempt. 

Mr. Curtis. Do you believe that the quota can properly be used in 
such cases where there is dumping ? 

Mr. Brown. There are remedies provided in the law against dump 
ing, and as I say, there are also remedies provided in section 22 of the 
Agricultural Adjustment Act to deal with the kind of situations you 
deseribe. One of these is the quota. 

Mr. Curtis. The quota is a pretty effective remedy. 

Mr. Brown. That is one of the remedies that is provided for in 
section 2Y. 

Mr. Curtis. I think that that is all, Mr. Chairman. 

The Cuairman. Mr. Brown, do you consider everything in this bill, 
this customs simplification bill, important or necessary and, if not 
necessary, then important in connection with the simplification of ow 
customs laws? There seems to be a very strong opinion here ex 
pressed that there are provisions in this bill which go beyond tly 
purpose of simplification of the laws, and that may be construed in 
the administration of the new law, if the bill is enacted, as affecting 
tariff rates and tariff matters that should be considered separate anc 
apart from simplification of the law, the present law. 

Now, would you just give us your opinion on that? You have 
expressed it at different times, but I would like to have a direct an 
swer to that question for the benefit of the record and for my ow: 
information. 

Mr. Brown. I am very happy to give it, Mr. Chairman. 

In our opinion, all of the provisions of this bill bear upon the que- 
tion of the improvement of our customs administration, either by 
simplifying it, removing red tape and details, or by bringing thin; 
which are now being done in different ways together to be done |) 
the same way. That is simplification, and we think all of these thing 
are related and are important for this purpose. 
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We do not believe that this bill can have the effect of or will have 
the effect of changing tariff protection in any way. There is the one 
qualification that I made in reply to a question by Mr. Simpson, where 
there will be a change in connection with the distilled-spirits tax; 
but the purpose of that, of course, is to have everybody treated in the 
same manner, which they are not today. But aside from that possible 
qualification, there is nothing in this bill, either as a matter of inten- 
tion or as a matter of effect, which is going to change the level of 
tariff protection for anyone, or which is going to enlarge the power 
of the Executive under the Trade Agreements Act, or any other act, 
to affect tariff levels. 

I am glad that you gave me the opportunity to answer that ques- 
tion, because I wanted to end up by making that point of view com- 
pletely clear. 

The Cuarrman. Are there any further questions / 

Mr. Reep. Then so far as all of the evidence that has been brouglit 
in here, in Opposition to sections 13 and 14 and 20 and 25, you con- 
sider that these men are entirely mistaken as to the purpose of this 
billand what it will do; isthat right / 

Mr. Brown. | think that they are based on a misconception and a 
misunderstanding. I think that some of them feel that if, for ex- 
ample, under section 14 there is a change from computing value on 
American selling price to computing value on export value, that that 
will somehow or other bring down the tariff rates which now exist 
and subject them to greater possibility of change under the Trade 
Agreements Act than now exist. That is not the case. We now 
have authority to negotiate with respect to the rates in those schedules, 
and our atuhority would not be enlarged or decreased by the proposed 
change. 

Similarly, I think that many of them do not realize that there is a 
specific direction in that section that there is to be a recomiputation 
of the rates and there is not to be a lowering of the level of the exist- 
ing protection. I think that that is sometimes a very natural mis- 
conception, since it is a complicated subject. But 1 am sure that the 
basic reason why many people have been worried about that provi- 
sion is just what I have deseribed. 

Mr. Reep. As I get it, you consider that the information of the 
State Department and of the Treasury, and those who appeared to 
support this bill, is superior to that of the practical experience and 
training of these men who have been practicing customs law for a 
long period of years and the businessmen who have encountered this 
law and the courts which have been dealing with this subject, and 
your experience is much greater than all of this experience in the 
business world; is that right ? 

Mr. Brown. I think people are often very apt to be worried about 
change. Most people like to stay and do things and have things done 
in the way that they are used to. Changes worry people and arouse 
fears which are not justified. I think that that has been the case 
in the vast bulk of the discussion about these provisions. I think 
the way in which the bill is drawn, and what it intends to do, and 
what it actually accomplishes, is as the representatives of the Treasury 
ind IT have attempted to discribe it. 
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Mr. Reep. You figure the agencies of the Government are superior 
to the sovereign power of your citizens who, after all, look upon the 
departments as their agents, but under your construction you feel that 
the departments have a superior knowledge of these matters of prac 
tical affairs; is that right ? 

Mr. Brown. No, sir: Ido not think that we are in any way superior 
to anyone. In fact, the reason we are here today is because we are 
asking you, as the representatives of the people, to make a judgment 
on this proposition we are putting to you. You are the ones who will 
have todecide. What we are saying to you is that our best and honest 
judgment, based on the fact that we live with these things, and we 
work with them, and we have to deal with them and administer them, 
is that the purpose and effect are as we have described them to you, 
and we anticipate that you will accept that as being at least an honest 
judgment. And in that respect, it is no better nor worse than the 
honest judgment of other people. 

Mr. Reep. The fact remains, Mr. Brown, that these people who 
work with the customs duties, and the laws pertaining thereto—and 
they have been working with them over a period of a century—and the 
courts have been passing on these things, and these business people 
have come in here and presented their case, in which they feel that 
this is not a good approach to this problem so far as these provisions of 
GATT and ITO and some of the other provisions are concerned. 

It would strike me that their testimony is just as weighty and should 
be based upon practical experience, rather than any theoretical ap 
proach on the part of any department of the Government. 

Mr. Brown. Well, sir, [think that their opinion is entitled to weight. 
But 1 do not think the approach of the departments of Government 
who have been administering these laws for many years could be called 
theoretical. It is extremely practical. They have to do it every «ay. 
I think that that is perhaps more practical than the opinions of some 
people who have not been as close to it. 

Mr. Reep. ‘That is all, Mr. Chairman. 

The Cuamman. If there are no further questions, we thank you. 
Mr. Brown, for your appearance and your very interesting and helpful 
statement. 

Inasmuch as everyone who has requested a hearing has been heard 
or been afforded an opportunity to be heard, the Chair knows of no 
reason Why the hearings should not now be closed, and announces that 
they are closed. The hearings are closed. 

CW hereupon, at 10:45 a. m., the hearings were closed.) 








APPENDIX 


(The following statements, letters, and telegrams were submitted to 
the committee, for inclusion in the record of the hearing, in lieu of per- 


sonal appearance. ) 
(‘ONGRESS OF THE UNITED STATES, 
louse oO} LEPRESENTATIVES, 
Washington, D. C.. August 17, 19517. 
Hon. Roperr L. Douguron, 
Chairman, Committee on Waus and Means, 
House of Representatives, Washington, D.C. 

My Drak MR. CHAIRMAN: From a news report, I gather the information that 
spokesmen for the distillers are asking the Ways and Means Committee to re- 
duce the tax on Scotch whiskey because of the so-called “water content.” 

It also appears that the present law covering imports provides that the tax 
be paid on “wine gallons.” There is no such thing as a “water content” in a 
blended Scotch whiskey, when in customs for tax purposes. 

It appears to me that altogether this so-called “water allowance” may be a 
bald fraud on its face. If your committee decided to permit this, you would 
open the doors to vears of litigation, claims and counter-claims from most every 
importer, not alone for the present imports, but for vears back. Each importer 
would bring the custom authorities into court with his own ideas of the standards 
of identity covering his own product. Chaos and concusion would result with loss 
of revenue. The importer of perfume would demand a rebate on his water 
content, on fats, oils, chemicals Hlow can vou permit the so-called “water 
content” in liquor to come in free while not permitting the importer of sides ot 
beef, poultry, or mutton to decide how much water is in ev hundred weight of 
cattle imported? 

It might be appropriate to inquire of the distillers as to whether or not thes 
would be agreeable to having the labels on the Seotch whiskey read: “7 percent 
water.” Of course this would probably involve changing the labels and it might 
nvolve a change in the law and the ruies and regulations, 

In this manner, I wish to protest against such a new definition of whiskey by 
your committee. Insofar as [I know, there is not a single case in recent history 
where the benefits incident to tariff reductions granted to the distillers have 
ever been passed on to the consuming public It is my understanding that 
recently through an international tariff agreement the duty on Canadian whiskey 
was reduced, but I have not seen any evidence to show that the economic benefits 
of this reduction in the duty was passed on to the American consumer. 

Respectfully submitted 

rep L. CRAWFORD. 


DEPARTMENT OF STATE, 
Washington, lugust 17, 1951. 


Hon. Roserr L. DouGHTon, 
Chairman, Committce on Ways and Means 
House of Representatives. 

My Drak Mr. Dovucuron: The Department has received a note from the 
Philippine Embassy setting forth the views of the Philippine Government on 
H. R. 1535, to amend certain administrative provisions of the Tariff Act of 1930 
and related laws and for other purposes, 

The Philippine Government is particularly concerned with section 25 of the 
bill which provides for the conversion of precessing taxes to import taxes. With 
reference to this section, the Philippine Government ’ 
changes designed to eliminate the 5-cents-a-pound processing tax on coconut oil 


Proposes tn rity iber al 
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from all sources now levied under section 2470 (a) (1) of the Internal Revenus 
Code and to preserve the 2-cents-a-pound additional tax under 2470 (a) (2) ot 
the code with the existing preferential treatment for Philippine coconut oil in 
conformity with section 505 (a) of the Philippine Trade Act of 1946 and article 
IV, section 6, of the Executive agreement of July 4, 1946. A copy of the note 
setting forth this proposal is transmitted herewith at the request of the Philip 
pine Embassy. 

In replying to this note the Department has stated that the modifications 
proposed by the Philippine Government are contrary to the purpose of H. RK 
1585 in general and the objective of section 23 in particular. With reference to 
section 23 the Department has pointed out that the objective of this section is 
to transfer the present processing taxes collected under 2470 (a) (1) and (2) 
to that part of the Internal Revenue Cole (secs, 2490-2493) which relates to 
other import taxes on fats and oils without any change in the economic burden o! 
the present taxes. 

Members of the Committee on Ways and Means may note that the Philippin 
Government calls attention to the omission on palm oil from section 28 (a) of 
H. R. 1535. An explanation of this omission is found on pages 42 and 438 of the 
Analysis of the Customs Simplification Act of 1951, prepared by the Treasury 
Department. 

The Philippine Embassy also refers to the difference between the tax treat 
ment applicable to coconut oil and babassu oil. This differential in tax treat 
ment in no way conflicts with the provisions of paragraph 2 (b) of article IV 
of the 1946 agreement on trade and related matters between the United States 
and the Philippines, because coconut oil and babassu oil are two complete!) 
different and readily distinguishable products for tax purposes. Consequently, 
they need not be considered as “like articles” within the meaning of paragraph 
2 (b) of article LV, and the imposition of the tax on the former without impos 
ing it on the latter is fully consistent with that paragraph. As you know the 
present differential in treatment applicable to these two oils arises from the 
Revenue Act of 1934. The reciprocal trade agreement between the United 
States and Brazil of February 2, 1935, merely bound the tax treatment on ba 
bassu oi] then in effect. This is now in suspense so long as both the United States 
and Brazil are members of the General Agreement on Tariffs and Trade. 

Sincerely yours, 
Jack K. McFati, Assistant Secretary 
(For the Secretary of State) 
Enclosure: Copy of note, July 30, 1951. 


PHILIPPINE EMBASSY, 
Washington, July 30, 1951. 
His Excellency the Secretary or STatr, 
Washington, D.C. 

EXxceLLeNcy: I have the honor to refer to bill H. R. 2585, introduced in th: 
House of Representatives, to amend certain administrative provisions of the 
Tariff Act of 1930 and related laws, and for other purposes. The Philippine Gov 
ernment is particularly concerned with section 28 of the bill which provides for 
the conversion of processing taxes to import taxes. It is proposed under this 
section that, in lieu of the processing tax of 3 cents per pound now levied o: 
coconut oil under section 2470 (a) (1) of the Internal Revenue Code, an equivalent 
import tax be collected. The present 3-cents tax burden on Philippine coconut 
oil will thus be continued and prolonged under the proposed legislation. 

As Your Excellency well knows, the Philippine Government has for the past 1S 
years consistently petitioned the United States Government for the elimination 
of the 3-cent processing tax on Philippine coconut oil because of the hardships 
the tax has caused to our 6,000,000 coconut growers and laborers, and their 
families and dependents. 

To remove this burden I beg leave to propose, on behalf of my Government 
the following amendments to section 23 of H. R. 1535: 

Page 38, line 18, delete “copra,”. 

Lines 23 and 24, delete “coconut oil” and insert “palm oil” in lien thereof 
(The omission of “palm oil” which also presently bears a 3-cents-per-pound 
processing tax is evidently a typographical error.) 

Page 39, following line 7 add a new section (b) which will read as follows 
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“(b) Section 2470 (a) (1), Internal Revenue Code (U. S. C., 1946 edition, 
title 26, see. 2470 (a) (1), is amended by striking out the word ‘coconut oil’ 
following the words ‘processing oi.” 

Inserting of this new section 23 (b) will necessitate changing the succeeding 
paragraph reference in section 23, H. R. 1535, to read as follows: Line 8, page 39, 
the present (b) becomes (¢c) and on line 14 the present (c¢) becomes (d): on 
page 42, line 20, the present (d) becomes (e) and on page 45, line 13, the present 
(e) becomes (f). 

Line 17, delete “coconut oil” and capitalize the first letter of “palm”. 

Line 22, delete “in addition to the tax”. 

Line 23, delete “prescribed in the preceding subdivision”. 

Line 24, delete “additional”. 

Page 40, line 7, delete “additional”. 

Page 41, line 15, delete “and copra, per pound ;"; line 17, delete “in addition 
to the tax”; line 18, delete “prescribed in the preceding subdivision”; line 19, 
delete “additional”. 

Page 42, line 2, delete “additional”, 

Page 438, line 4, delete “copra”. 

The foregoing changes would eliminate the processing tax on coconut oil from 
all countries, now levied under section 2470 (a) (1) of the Internal Revenue 
Code, and would preserve the 2-cents-per-pound preferential tax under section 
2470 (a) (2) of the Internal Revenue Code in favor of Philippine coconut oil, 
in conformity with section 505 (a) of the Philippine Trade Act of 1946 and 
article LV, section 6, of the Executive agreement of July 4, 1946. 

The postwar economy of the Philippines has been closely geared to and de- 
pendent upon the coconut tree and its products, as may be seen in table I, 
attached hereto, which gives the comparative values of all commodities exported 
from the Philippines in the year 1950. It will be noted therein that exports of 
coconut products in 1950 had a value of $185,251,594, representing 58 percent of 
the value of all commodities exported during that year. This is equivalent to 
an average value of $197.35 per ton of copra. In recent months, however, prices 
of copra and coconut oil have declined to an average of $150.50 per long ton of 
copra and this decline is seriously affecting the welfare of millions of our citizens 
who are directly or indirectly dependent upon the production of copra for their 
livelihood. It is also impairing the revenues of the Philippine Government at a 
time when the Philippines is exerting its utmost to improve interna! conditions 
in the face of subversive activities of dissident elements. 

Prior to the independence of the Philippines, the proceeds of the 3-cents 
processing tax on Philippine coconut oil were remitted to the Philippine Gov- 
ernment. Under the Independence Act, as amended by the Economic Adjust- 
ment Act of August 7, 1989, the proceeds of the excise taxes on Philippine coco- 
nut oil “shall be held as separate funds and paid into the treasury of the Philip- 
pines to be used for the purpose of meeting new or additional expenditures which 
will be necessary in adjusting Philippine economy to a position independent 
of trade preferences in the United States and in preparing the Philippines for 
the assumption of the responsibilities of an independent state.” 

With the granting of Philippine independence, the remission to the Philippine 
treasury of the processing tax ceased on July 8, 1946, and the United States has 
since exacted from the producers of the chief cash crop of the Philippines in the 
form of the 3-cents processing tax a large sum of money, totaling SS81,295,836.73 
up to May 31, 1951. Tax collections during this period on Philippine coconut 
oil have amounted as follows: $12,102,765.86 in the fiscal year 1946-47; $22,- 
228,521.80 in 1947-48; $14,743,108.98 in 1948-49; S13.S888,638.19 in 1949-50; and 
$17,331,801.90 in 1950-51 up to May 81, 1951. The Philippine Government has 
thus been denied the benefit of these funds to which it was previously entitled, 
especially at a time when it is in dire need of funds for the rehabilitation and 
restoration of its war-devastated economy. 

When, therefore, the Seventy-ninth Congress voted to place section 506 in the 
Philippine Trade Act of 1946 providing for the termination of the remission of 
processing tax to the Philippine treasury, it left a grievous burden upon the 
economy of the Philippines. Obviously, in consonance with the intent of Con- 
gress in rendering assistance to the Philippines, the 3-cents processing tax on 
Philippine coconut oil should have been removed simultaneously with the denial 
of the funds to the Philippines. 

The principal usage of coconut oil in the United States is in the manufacture 
of soap where, because of the low molecular weight of its component fatty acids 
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and its high saponification value, it contributes the desirable characteristics of 
free-lathering qualities not obtainable from domestic oils and fats. With ap 
proximately 25 percent coconut oil content, a bar of soap can be produced tha) 
is hard and yet readily soluble with the rich, copious lather characteristics that 
are particularly desirable in good-quality laundry and toilet soaps. 

The most valuable byproduct of the soap industry is glycerin. Sinee it yields 
40 percent more glycerin per pound than any domestically produced oil or fat iy 
the United States, coconut oil has a special importance as a source of this vita 
material. Glycerin has a multiplicity of essential uses in industry in peacetime 
and in periods of emergency such as the present when the needs of nation; 
defense are of paramount importance. 

Coconut oil is stockpiled in large volume by the Munitions Board for many 
important strategic needs. Most important of these is its use in incendiary 
bombs such as napalm. In addition, large quantities are stockpiled for th 
synthetic-rubber program. Coconut oil is used in the production of plasticizers 
and in the manufacture of safety glass for airplanes, tanks, trucks, and auto 
mobiles. It is required for synthetic resins which have many strategic uses 
Coconut oil is also employed in the flotation process in the mining of materis 
such as potash; in the making of rubber substitutes such as hospital sheetine- 
in the manufacture of vuleanized-rubber materials such as tires; and in thy 
production of sulfonated higher alcohols which, in turn, are employed for i: 
portant uses in the paper and pulp industries, in the manufacture of dyei 
agents for textiles, in electroplating, and in insulating materials. Coconut oi! 
is indeed one of the most useful products of the peacetime and defense industrivs 
of America. Notwithstanding these facts, there are no eXemptions from 1! 
payment of the 3 cents processing tax which would enable defense agencies 
secure this vital product in greater volume and at less cost to the United States 
Government, 

At the time when the 3 cents processing tax was levied upon Philippine coconu 
oil in 1934, coconut oil constituted 70 percent of the ingredients of domesti: 
oleomargarine, (See table IL.) Coconut oil, therefore, in pre-World War 1 
days, may be said to have been in competition with domestic oils such as cottor 
seed and soybean oils in the manufacture of oleomargarine. During World 
War II, however, the war Food Administration prohibited the use of coconut « 
in the manufacture of oleomargarine. During this period of oleomargarin 
manufacturers in the United States learned new manufacturing techniques 
whereby they were able to dispense entirely with the use of coconut oil, » 
that from the fiscal year 147 coconut oil has constituted only an unimporta: 
percentage of the oils and fats ingredients going into the manufacture of ol 
margarine, Coconut oil is therefore virtually eliminated from the only fi 
of usage in which it offered in the past any noticeable competition to oils a 
fats produced by American farmers. 

The bulk of present-day uses of coconut oil by American industry is in 1 
edible channels, where it fills essential needs and is not replaceable by domes! 
oils and fats. Such use as coconut oil now finds in edible channels is principa 
in the baking and confectionery industries where it is employed for purposes tf 
which domestic oils and fats cannot serve as substitutes, Such grounds as n 
therefore, have existed for claiming that coconut oi) was competitive with don 
tie oils and fats when the 3 cents processing tax was levied in 1954 have lire 
disappeared. If, therefore, the 3 cents processing tax ever, in fact, served 
protective purpose in the past, such a purpose no longer exists in 1951. Its o 
effect as of this date is to act as a handicap to the economy of the VPhilippir 

In this connection, may IT draw the attention of Your Excellency to the fact 
that babassu oil from Brazil which has the same characteristics and uses 
coconut oil is not subject to excise tax, in accordance with the Ameri 
brazilian reciprocal trade agreement. Philippine coconut oil is therefore «i> 
eriminated against in favor of a foreign article, notwithstanding the fact th 
under the Philippine Trade Act of 1946 and the Executive agreement of Ju 
1, 146. “No internal tax shall be collected or paid in an amount in excess 
the internal tax imposed with respect to such like articles” (see, 221 of | 
Philippine Trade Act of 1946 and art. IV, see. 2 (b), of the Executive agreem 
of July 4, 1946). 

Removal of the 3-cents processing tax on Philippine coconut oil would 
enivy relieve our coconut growers of this tax burden but would benefit bot! 
Philippine coconnt industry and the American consumers through expansion 
the many industrial uses of coconut oil in this country, particularly in the fi 
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where synthetic detergents are utilized as substitutes. In the latter field, it is 
to be noted that approximately 20 percent of the market previously supplied 
by soap has been absorbed by synthetic detergents, thereby decreasing not only 
the quantity of coconut oil but also the amount of tallow and other oils produced 
in the United States which otherwise would have been consumed in the manu 
ieture of soap. 

Realizing therefor the far-reaching significance of this matter to our national 
economy atid to the well-being of millions of our citizens who are dependent for 
livelihood upon the coconut industry, on behalf of my Government L respectfully 
solicit the support of Your Excellency to our proposal and request that it be 
presented at the proper time to the appropriate committees of Congress, in the 
hope that the amendments to section 25 of H. R. 1555, above proposed, will re 
ceive their favorable consideration. 

Accept, Excellency, the renewed assurances of my distinguished consideration. 

J. M. Evizatpe, Ambassador. 


TABLE I Ticenty leading Philippine exports 


Commodity or article 1950 Commodity or article 


Copra $136, 415,957 | Scrap metals 

Sugar, centriftucal IS, S39, 046) Shells and manufactures 

Abaca, unmanufactured 410,132, 744) Rattan furniture 

Desiccated coconut 23, 067, S84) Chemicals 

Coconut oil 21, 758, O17 | Abaca, manufactures, ex- 

Logs and lumber (cu. m. 9 S19, 055 cept rope 

Pineapples, canned 0, OS1,3S1 | Molasses 

Base metals, ores, etc 9, 001,410) Buntal hats (Nos.) 

Embroideries D, OSS, 176 , 
Copra meal or cake 3, 109, TSG Total --. 319, 389, 989 
Rope <, 000, 212 
Gold and concentrates 1,971, Tt4 
Tobacco and manufac 


tures 1, 736, 633 


Coconut produ ts, OS’ or S1S5, 231. 5 
i 
TABLE II. Use of coconut, cottonseed, and soubean oils in margarine percentage 


of totad oils used and production of margarine, fiscal years (ending June 30) 


1924-40, inclusive 
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Los ANGELES CHAMBER OF COMMERCE, 
OFFICE OF THE PRESIDENT, 
August 2, 1951. 
Hon. Rosert L. DouGHTon, 
Chairman, Wans and Means Committee, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN Doventron: We have been informed that beginning 
August 6, the House Ways and Means Committee will hold hearings on H. i 
1535, a bill designed to simplify customs procedure. The Los Angeles Chamber of 
Commerce supports the passage of this proposed legislation and hopes your 
committee will give it favorable consideration. 

Importing is a big business, and our country’s total imports during 1950 were 
around $10 billion. For the Los Angeles customs district, imports totaled ay 
proximately 8200 million. 

It is reported that 60 percent of our imports are nondutiable and consist of raw 
materials and goods required in our industries, considerable of which are ess: 
tial materials net produced in this country. To emphasize our reliance on 
ports to our domestic economy, may we point out that some of the conveniences 
and services which are considered commonplace in our daily lives are actus 
dependent on foreign sources of supply of necessary ingredients for their p 
duction. Illustrations: The telephone, the automobile, the electric light, and 
the newspaper. 

We believe it is in the best interest of all that unnecessary obstacles and re- 
strictions are not placed in the way of our citizens and business enterprises who 
may wish to import, or who are required to import, or who are in the import 
business. 

Therefore, we believe it is timely to modernize, simplify, and standardize an 
tiqnated customs regulations contained in the Tariff Act of 1930. There is a 
rising pressure to eliminate customs red tape and other vexatious procedures 
which serve only to annoy, aggravate and delay, rather than to provide any 
useful or protective purpose. 

The Los Angeles Chamber of Commerce commends the steps already taken 
and contemplated by the Treasury and the Bureau of Customs to simplify ir 
port procedures threugh the elimination of red tape, where such could be «a 
complished without legislative action. 

However, there is imperative and prompt need for additional revision of « 
obsolete or restrictive or delaying administrative laws and regulations impossible 
of achievement without legislative action. 

Our support of this legislation is based on careful study by our world-trad 
committee and reflects the official view of this chamber as approved by) 
board of directors. 

We will not be represented at these hearings in person, so wish to request 
to incorporate this letter as part of the record. 

Sincerely yours, 
Oscar A. Tripret, President 


New York Boarp or Trape, INc.. 
New York 7, N. Y., August 13, 1951 
Hon. Roverr L, DouGHToN, 
Chairman, Waus and Means Committee, 
TTouse of Representatives, Washington, D. C. 

DEAR CONGRESSMAN DovcHtTon: There is currently before your commit! 
H. R. 1535, known as the Customs Simplification Act of 1951. The New ) 
Board of Trade respectfully petitions the deletion from the current bill o! 
tions designed to implement the provisions of the Havana Charter and w 
appear in the General Agreement on Tariffs and Trade (GATT). 

We believe that it has been conclusively demonstrated that the proposed 
ternational Trade Organization is not favored by the people of the | 
States, its business interests, nor has Conzress itself seemed sympathet 
this proposal. 

The specific sections to which the board of trade ebjects are 2, 3, 13. 14, 2 
and 24. We most earnestly suggest that these be deleted from the bil! 

Other matters in the bill designed to simplify customs procedure, s:ave 
and eXpense, and modernize customs administration are desirable. 
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We hope most sincerely that the Congress will delete these highly contro- 
versial and highly dangerous sections of the bill and enact the same when thus 
amended. 

We would appreciate it if these views would be made a part of the record of 
the hearings of the committee. 

Most respectfully yours, 
Fioyp W. Jerrerson, President. 


-_— 


AMERICAN GLASSWARE ASSOCIATION, 
New York 18, N. Y., August 15, 1951. 
Hion. Ronerr L. DouGHton, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Stk: The members of the American Glassware Association producing 
approximately SO percent of the pressed and blown glassware sold in the United 
States are very much interested in the changes in administration of our tariff 
and import regulation laws proposed in H. R. 1535 now before your committee, 

Among the more important sections of the bill which definitely affect this 
industry is the redefinition of valuation bases. We believe that such important 
valuation changes will tempt unscrupulous foreign manufacturers to declare 
lower values on goods destined to the United States for the purpose of securing 
lower dollar tariff levies. The contemplated language changes under section 
13 of the pending bill make for ambiguity. This will eventually impair the 
proper administration of our customs reculations. As that condition occurs, 
an unforeseen hardship will be created for this section for the glassware in- 
dustry. It now meets severe competition from imports because of the ex- 
tremely low wages paid glass workers in ¢lass-producing foreign countries 

We urge your committee to retain the present valuation definitions, except 
for “foreign value” which we feel can be eliminated without harm. 

The provisions of the Anti-Dumping Act of 1921 require a bond to be placed on 
imported articles where dumping is suspected. That section has been invoked 
recently by the United States Customs Bureau on several glassware articles 
imported from Czechoslovakia and is presently operative. 

Officials of the Customs Bureau are now trying to make appropriate investi- 
gation of foreign costs and valuations in Czechoslovakia as is required by the 
antidumping Act. Czechoslovakia has not cooperated with our ofticials in any 
way to provide the much sought after and necessary data As a result the 
enforcement of our existing dumping law is thwarted for there is no penalty 
provided for its enforcement if offenders persist in not furnishing information. 

This country is now in the position of not having appropriate penalties which 
will stmulate the flow of data regarding costs and distribution as required by 
our laws where articles which we may have under suspicion of being dumped 
are imported. These articles are left in a suspended position since there are no 
penalties our Government can apply when a country fails to provide proper data. 

Neither any of the provisions of GATT, sections 303 and 336 of the Tariff Act 
of 1930, nor any passaces in the Antidumping Act of 1%21 apply in this case 

This industry is alarmed at the change in wording proposed in section 2 of 
H. R. 1535 by inserting “materially” in connection with the word “injury” 
thereby creating further ambicuity and hindrance in the enforcement of United 
States antidumping law. The addition of the word “materially” (undefined as 
tis) leaves a decision interpretation of the word open to argument as to whether 
in industry is hurt materially or not It adds to confusion and thereby makes 
t more difficult for an industry to obtain redress and relief from unfair import 
practices of foreign merchants 

The members of this industry believe that a section should be added to H. R, 
1535 by your committee which states that refusal or unnecessary delay to supply 
iweredited representatives of the United States Government with necessary data 
ind information to allow the United States to properly administer its tariff and 
trade laws would constitute sufficient cause for prohibiting importation of the 
articles under consideration until the required facts are made available 

Under present world trade conditions, harassed as they are, this safeguard 
evislation is most necessary. Its inclusion in H. R. 1535 should not be overlooked 
by your committee. This industry respectively urges its inclusion. Such action 
will provide the Government of this country with remedial action with which 
to stop communistie countries from flagrantly ignoring the principles of free 
nterprise and democracy which activate our laws, 
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We respectfully request that this letter be placed in the record of the publi: 
hearing before your committee on H. R. 1535. 
Respectfully submitted. 
CC, W. CARLSON, 
Chairman Import Committee. 
H. L. DittinguaM, 
Secretary, American Glassware Association. 


NATIONAL FEDERATION OF AMERICAN SHIPPING, INC., 
Washington 6, D. C., August 31, 1951 


Hon. Rosertr L. Dover tron, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear Mr. DovcHron;: During the Course of their testimony at the hearing on 
August 18, 19591, on H.R. 1585, a bill to amend certain administrative provisions 
of the Tariff Act of 1980 and related laws, and for other purposes, witnesses for 
the Air Transport Association of America and the Association of American Ra 
rouds urged that a provision be inserted in the bill which would amend existing 
statutes so as to place the airlines and railroads on the same basis as bus lines, 
truck lines, and ferries with respect to the payment of overtime for customs in 
spection services. The bus lines, truck lines, and ferries now receive overtime 
customs inspection services without being required to pay for them. 

The National Federation of American Shipping wishes to endorse the test 
mony of the airlines and railroads, and also to urge that provisions be inserted 
in H.R. 1585 which would amend the customs laws so as to relieve the steamship 
industry from the obligation of making payments for overtime services of Customs 
inspectors, 

As the witnesses for the airlines and railroads pointed out, customs inspe 
tions are made for the protection of American industry and agriculture, and t 
collect Federal revenues. Neither the protective services nor the collection 
services are for the benefit of the carriers. On the contrary, the laws and regculs 
tions administered and enforced by customs are restrictions on, rather than aids 
to, commerce, which are imposed and enforced in the public interest. 

The assessment of overtime charges for customs inspection services is par 
ticularly onerous on the steamship industry. Vessels are dependent on weathe: 
and tides for their times of arrival. Shipowners are unable, therefore, to sched 
ule their vessels so that they will arrive in port within the regular hours of work 
prescribed for custeius inspectors. Shipowners also cannot permit their vessels 
to remain in port any longer than is necessary because of expenses running int 
thousands of dollars per day. The result is that they have little, if any, oppo: 
tunity to avoid incurring overtime charges for the services of customs inspectors 

The extent of the burden imposed upon the steamship companies and othe: 
carriers is indicated by the fact that during the calendar year 1948 all carriers 
paid a total of S38.861,000 for overtime services of Customs inspectors. Customs 
officials estimate that the steamship industry paid approximately SO percent, o1 
SS.0SS.S00, of this amount. During the period between October 1, 1947, and 
September 30, 1948, steamship companies calling at ports on the Pacific coast 
alone paid a total of S440.580.30 for customs overtime services, 

The customs overtime laws are contained in sections 267, 1401, 1450, 1451 
1451a, and 1452 of tithe 19 of the United States Code. The Federation urges that 
a provision be inserted in H. R. 1535 which would amend these sections so : 
to make the exemption now applicable to highway vehicles, bridges, termina!s 
or ferries also applicable to “the master, owner, operator, agent, or consignee 
of an aircraft, railroad train, or vessel engaged in overseas or foreign commerc 
(i) when operating pursuant to regular schedules without regard to the actu 
time of arrival or departure, or (ii) when operating without schedule if t! 
collector is given reasonable notice as to the expected time of arrival or 
parture.’ Such a provision was contained in H.R. 3550, which was introduc: 
by Mr. Dingell in the first session of the Eighty-first Congress, and has the ; 
proval of the airlines, railroads, and steamship industry. A copy of a proposed 
amendment to H.R. 1535 incorporating such a provision is attached hereto. 

The National Federation of American Shipping, Ine., is an organization ry 
resenting the majority of all deep water privately owned dry cargo Ameri: 
flag shipping and a large segment of the American flag tanker fleet. 
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It is respectfully requested that this letter be made a part of the record of the 
hearings which are being held by your committee on H. R. 1535. 
Very truly yours. 
A. U. Kress, Counsel, 


PROPOSED AMENDMENT TO H. R. 1535 


Amend H. R. 1535 by inserting a new section 6 on page 2S to read as follows: 

“Sec. 16. Section 451 of the Tariff Act of 1930, as amended (46 Stat. 715, as 
amended; U. S. C., 1946 edition, title 19, see. 1451), is hereby amended by strik- 
ing out the fourth, fifth, sixth, and seventh sentences and inserting in lieu 
thereof the following: ‘Nothing in this section shall be construed to impair the 
existing authority of the Treasury Department to assign customs officers or em- 
ployees to regular tours of duty at night or on Sundays or holidays when such 
assignments are in the public interest: Provided, That the provisions of this 
section, sections 1450 and 1452 of this title and the provisions of section 267 
of this title, insofar as such section 267 of this title requires payment of com 
pensation by the master, owner, agent, or consignee of a vessel or conveyance 
shall not apply to (1) the owner, operator, or agent of a highway vehicle, bridge 
tunnel, or ferry between the United States and Canada or between the United 
States and Mexico, or (2) the master, owner, operator, agent, or consignee of 
an aircraft, railroad train, or vessel engaged in overseas or foreign commerce 
(i) when operating pursuant to regular schedules without regard to the actual 
time of arrival or departure, or (ii) when operating without schedule 
if the Collector is given reasonable notice as to the expected time 
of arrival or departure of such aircraft, railroad train, or vessel, nor to the lading 
or unlading of merchandise, baggage, or persons arriving in or departing from 
the United States or its Territories by motor vehicle, trolley car, on foot or by 
other means of highway travel upon, over, or through any highway, bridge, tun- 
nel, or ferry, or by aircraft, railroad trains, or vessels referred to in clause (2). 
At ports of entry and customs stations where any merchandise, baggage, or per 
sons shall arrive in or depart from the United States by (1) motor vehicle, 
trolley car, on foot, or by other means of highway travel upon, over, or through 
any highway, bridge, tunnel, or ferry between the United States and Canada ot 
between the United States and Mexico, or (2) by aircraft, railroad trains, or 
vessels, engaged in overseas or foreign commerce, the collector, under such regu- 
lations as the Secretary of the Treasury may prescribe, shal. assign customs 
officers and employees to duty at such times during the twenty-four hours of each 
day, including Sundays and holidays as are necessary to facilitate the inspection, 
passage, and clearance of such merchandise, baggage, or persons, Officers and 
employees assigned to duty at night or on Sunday or a holiday shall be paid 
compensation in accordance with existing law as interpreted by the United 
States Supreme Court in the case of United States versus Howard C. Myers 
(320 U. S. 451): but all compensation payable to such customs officers and 
employees shall be paid by the United States without requiring any license, 
bond, obligation, financial undertaking, or payment in connection therewith on 
the part of any (1) owner, operator, agent, master, or consignee of any such 
(i) highway vehicle, bridge, tunnel, or ferry or (ii) aircraft, railroad train, or 
vessel operating pursuant to a regular schedule, without regard to the actual time 
of arival or departure, or with respect to those which operate without schedule 
when notice of the expected time of arrival is given as provided herein or (2) 
other person. As used in this section the term “ferry” shall mean a_pas- 
senger service operated with the use of vessels which arrive in the United 
States in regular schedules in intervals or at least once each hour during any 
period in which customs service is to be furnished without reimbursement as 
above provided.’ ” 


CANADA Dry GIncer ALF, TNe 
New York 17, N. Y.. Se ptember 6, 19517, 
Hon. Ronerr L. Davanron, 
Chairman, Committee on Wans and Means, 
House of Representatives, Washinaton 25, D.C 

My Dear Mr. Dovuguron: On behalf of this corporation, which is an importer 
of foreign wines and spirits as well as a wholesale distributor of domestic 
alcoholic beverages, T wish to record with your committee our views regarding 
the adoption of the proposal contained in section 24 (d) of HL. R. 1555, Customs 
Simplification Act. 
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The reason for the proposal is the elimination of the obvious discriminatio: 
against imported products which presently exists in the method of collection o/ 
internal revenue taxes and duties. 


From the provisions of the present law, which on its face applies equally t 
imported and domestic products, it is apparent that no discriminatory treat 


ment Was intended. It has long been clear, however, that in practical effe 
imports have been penalized as a result of traditional methods of distilling, aging 
and bottling employed by foreign producers. 

The testimony given in opposition to this section of the bill appears deliberate!) 
to avoid the true issue. 

It has been contended that there is no discrimination against imported product: 
under the present law since it is applicable to both domestic and imported 
products and snee the foreign distiller has the right to export spirits in bulk at 
1) proof for subsequent proof reduction in the United States. Such an argu 
ment is patently specious in that it ignores the fundamental differences between 
distilling and aging methods followed by foreign distillers and those of domestic 
distillers. Mr. Harry L. Lourie, in his testimony before the committee, mace 
it clear that the practices customarily followed by distillers of Scotch whisky 
do not permit shipment in bulk at 100 proof. Since foreign distillers cannot 
practically avail themselves of methods used by domestic distillers, the present 
law is, in its actual application, discriminatory against importers, 

Another argument advanced by opponents of the measure is that it constitutes 


in effect a tariff reduction which will result in loss of revenue and in lessened 
issue is avoided. The 


protection for domestic products. Here again the real 
present statute which purports to treat domestic and imported products in the 
same manner could never have been intended to provide protection for domesti: 
products. Similarly, a possible loss of revenue cannot serve to justify the per- 
petvation of an inequitable condition. Since a discrimination unforeseen in the 
enactment of the present law actually exists, it should be eliminated and should 
not be continued, neither as a distorted version of a protective tariff nor as a 
source of revenue derived from penalizing a particular class of producer. 
Yours respectfully, 
Wa. J. WILLIAMS, 
Vice President and Secretary. 


Martin & WHITCOMR, 
Washington 5, D. C., September 18, 1951. 
Hon. Rosert L. DovGuron, 
Chairman, Committee on Ways and Means, 
House of Representative, Washington, D. C. 

Drar Mr. Dovanton: Reference is made to the testimony of Mr. Winthrop 
Brown of the State Department at your hearing on H. R. 1535 on September Is 
1951. Mr. Brown gave two objections to the American selling price principle o! 
valuation: First, that it concealed the actual height of the duty, and second 
that it discriminated against efficient producers and in favor of inefficient pro 
ducers. 

The error of the first point was amply demonstrated by my testimony las’ 
Thursday. The second point is brand new and is truly astonishing. It must lx 
borne in mind that American selling price results in exact equality of duties 
regardless of the “efficiency” of the producers in various countries. 

Mr. Brown did not explain how the alleged discrimination comes about. How 
ever, it is reasonable to infer that he thinks we should assess lower amounts o! 
duty on imports from low-cost producers than on imports from higher-cost 
producers. 

Thus, he would have us discriminate against higher-cost producers by assessilic 
larger amounts of duty on their goods than on the competitive goods of lowe! 
cost producers. He would have the Government add to the natural advantas 
of low-cost countries as compared to other countries less fortunately situated 

This novel doctrine is directly in opposition to all our historic concepts o! 
equality of opportunity—that taxes should apply as equally as possible anc 
shou!ld not enhance the position of one who, for various reasons, may have 
competitive advantage. 

Isn't it strange for the representative of the State Department, which has lone 
pressed for equality in tariffs through the most-favored-nation doctrine, to adv: 
eate such a policy of discrimination? The inequality of duties resulting fro: 
use of foreign or export values in individual foreign countries has heretofore bee! 
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regarded as a necessary evil of a system adopted primarily for convenience in 
administration. It must come as a shock to many of those versed in tariff policy 
to have it suggested that such inequality is ipso facto desirable. 

While it may not be technically possible to achieve exact equality of treatment 
in our tariff on imports from various countries, this is no reason for abandoning 
our historic aim of equality. American selling price achieves this aim better 
than any other system of valuation ever used in the United States. 

The American selling price principle is entirely consistent with our historic 
tariff and tax policies and should be retained as an emergency last resort for use 
when other methods do not afford reasonable protection. 

I shall appreciate it if this letter is included in the printed record at the end 
of my testimony. 

Sincerely, 
Epwitn G. MARTIN. 


THE RUBBER MANUFACTURERS ASSOCIATION, IN¢ 
Washington 6, D. C., August 21, 1951. 
Mr. CHARLES Davis, Clerk, 
House Ways and Means Committee, 
House of Representatives, Washinaton, D. C. 

Dear Mr. Davis: During my recent testimony before the House Ways and 
Means Committee on H. R. 1535, you will recall that I asked the Honorable Mr. 
Cooper, presiding chairman, for permission to submit subsequently certain docu- 
ments for inclusion in the record. His reply was that these documents should be 
directed to you for determination as to whether they might properly be made a 
part of the record. 

We are attaching three documents referred to for your consideration in this 
connection, to wit: 

(1) A letter to several members of the House and the Senate and to 
Governor John Lodge of Connecticut, over the signatures of T. R. Behtman, 
industrial relations manager of the Naugatuck Footwear Plant of the United 
States Rubber Co., and George T. Froehlich, president of Local 45, United 
Rubber, Cork, Linoleum, Plastic Workers of America, C. I. O. 

(2) A letter to several members of the House over the signatures of R. H. 
Blanchard, president of the Hood Rubber Co. and S. A. Percoco, business 
representative, Rubber Workers Union, Local No. 21914, A. F. L. 

(3) A letter to several members of Congress and to others over the sig- 
nature of Edward 8S. Farrell, president, Providence Rubber Workers Union, 
Local 21172. 

We trust that it will be possible to have these statements made a part of the 
record as a supplement to our own previous oral testimony on the subject. 

Thank you very much, 

Sincerely, 

C. P. MCFADpEN, 
Chairman, Rubber Footwear Division. 





UnITep StTares Ruprer Co., 
Varech 13, 1951. 
Copy of letter addressed individually to: 

Hon. Antoni N. Sadiak, House of Representatives, Washington, D. C. 
Hon. James T. Patterson, House of Representatives, Washington, D. C. 
Hon. Brien McMahon, United States Senate, Washington, D. C. 
Hon. William Benton, United States Senate, Washington, D. C. 
Gov. John Lodge, Hartford, Conn. 

Both labor and management involved in the manufacture and distribution 
of rubber footwear devoted much study last vear to H. R. 8304 (Sist Con., 2d 
sess.), the proposed Customs Simplification Act of 1950. It was our feeling the 
bill proposed in general many constructive and long overdue changes in customs 
procedure. 

We did, however, take vigorous exception to one provision in the measure. 
That was section 14 which, if it had been enacted, would have jettisoned the 
American selling price principle as a basis for computing import duties on rubber 
and canvas footwear. The bill would have substituted a “foreign export value” 
as the basis for computing duty. It was cur contention that this involved a sub- 
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stantive change in the law and was not for that reason germane to a measur 
pointed otherwise at streamlining customs procedure, 

This bill has now been reintroduced in the Eighty-second Congress (HL. ht 
1535). It contains the same objectionable provision (sec. 14) eliminating tf), 
American selling price principle. This section of the bill provides that the Tariff 
Commission shall certify to the President a rate of duty for each classification o: 
articles which the Commission estimates to be reasonably equivalent. 

It is our contention that even if the authors of the bill sincerely intended 
provide the same level of relief under the proposed revisions, they could not miek: 
good, Experts in customs matters support us in this view. The proposed })i/! 
dees not outline a detailed procedure for converting the tariff protection to the 
same level under the proposed revision. The Tariff Commission, as far as we can 
learn, has not agreed on a procedure of any kind to meet the new proposed pr 
visions, much less one that will guarantee our industry the same protection as 
it now has under the American selling price. We have had no information fro 
Tariff Commission or State Department to persuade us from our opinion t! 
no workable scheme can be devised under the new law to give us this same p 
tection, 

If we are to have the same protection as under American selling price, low 
would the Tariff Commission set up a schedule of tariffs which would tak 
account of the fluctuations in the price of imported goods and the price of lik: 
similar American goods? 

When it is realized that there are hundreds of different rubber footwear items 
each with its own price level, it becomes clear that there is no workable substi 
tute for the American selling price method which will give the industry the 
sume level of protection, 

Some of the letters last vear from the State Department indicated a misunder- 
standing of the American selling price principle and the conditions under w! 

ii was enacted into law by Congress about 25 years ago. It was implied that 
the United States Government, apparentiy upon the urging of American indust) 
adopted the American selling price as a “device to conceal the real amount 
protection actually enjoyed by this and the other industries concerned.” 

Congress set the American selling price as a basis for duty valuation because 
other methods of valnation were not adequate; and ene of the inadequacies 
the inability of American cfficials to obtain accurate information on f 
eosts, This was particularly true with reference to rubber footwear. In 
respect the situation is even worse today. 

The American rubber footwear industry's most serious competitor for 
domestic market is Czechoslovakia. Can the Tariff Commission or the > 
Department get trustworthy data on costs of production in Czechoslovakia to 
Does any one in our Government have accurate figures on the labor and mater 
costs represented in a pair of rubber gaiters from a Czech factory landed in Ni 
York today 

Instead of “concealing” the facts about the amount of duty, the American 
ing price makes it easy for a foreign competitor to determine the amount 
duty he has to pay in relation to his costs of production. 

From whom are the facts as to the “real amount of pretection™ conceal 
Not from the Czech manufacturer. Under the American selling price he is 
only person who knows the actual rate of duty based on his export value or 
other value. And under the American selling price usually he can detern 
what his duty will be even before he begins to manufacture. The only t! 
that would change his estimate would be a change in the selling price of 
American article like or similar to the one he is producing, and the adjustment 
in any event would be negligible. 

The American rubber footwear industry can stand no further cuts. In 
competitive footwear made in low-wage countries abroad is seriously threatenii 
the industry under the existing duties. Labor constitutes approximate!) 
percent of the factory cost of canvas and waterproof rubber footwear. This | 
the labor of American workmen and wages paid in this industry in this country 
are far higher than those in any other country. The materials used by American 
manufacturers of canvas and waterproof rubber footwear are, with the excep! 
of natural rubber, American made and here again this industry is at a dis: 
vantage as against the use of materials produced in foreign low-labor~ 
countries 

The manufacture of rubber footwear is an essential part of our national 
economy. It is vital to our national defense. During the last war this indus! 
furnished our Armed Forces with more than 45,000,000 pairs of rubber footw: 
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In the same facilities, it also made life rafts, fuel cells, raincoats, life vests and 
other similar war products. Without a going rubber footwear industry our 
national defense program would be seriously impaired. 

Thirteen companies are engaged in the manufacture of rubber and canvas 
footwear and employ more than 20,000 men and women with sales of approxi- 
mately $100,000,000. 

It is one of the truly American industries—foreign manufacturers having 
copied its styles and methods. The low labor rates and cheaper materials costs 
of foreign manufacturers, particularly Czechoslovakian and Japanese, combined 
with lower tariffs, would mean the loss of jobs to thousands not alone in this 
industry but in the factories of its suppliers and in the stores and shops in the 
communities which serve its workers. 

It is clear that the elimination of the American selling price, through H. R. 
1535 or any other measure would adversely affect the American rubber footwear 
industry, its stockholders, and its employees, and eventually the American public 
who look to this industry to supply it with essential waterproof rubber and 
rubber-soled canvas shoes, 

We earnestly solicit your support for the elimination of this section 14 from 
the bill which is now under consideration in the House Ways and Means Com- 
mittee. 

Very truly yours, 
T. R. BEHRMAN, 
Industrial Relations Manager, Naugatuck Footwear Plant. 
Grorce T. FROELICH, 
President, Local 45, United Rubber, Cork, Linoleum, Plastic 
Workers of America, CIO. 


Marcu 12, 1951. 
Hon. CHRISTIAN A. HERTER, 
Washington, D.C. 

DrearR Mr. Herter: Both labor and management involved in the manufacture 
and distribution of rubber footwear devoted much study last year to H. R. 8304 
(8ist Cong., 2d sess.), the proposed Customs Simplification Act of 1950. It was 
our feeling the bill proposed in general many constructive and long-overdue 
changes in customs procedure. 

We did, however, take vigorous exception to one provision in the measure. 
That was section 14, which, if it had been enacted, would have jettisoned the 
American-selling-price principle as a basis for computing import duties on rubber 
and canvas footwear. The bill would have substituted a foreign export value 
as the basis for computing duty. It was our contention that this involved a 
substantive change in the law and was not for that reason germane to a measure 
pointed otherwise at streamlining customs procedure. 

This bill has now been reintroduced in the Eighty-second Congress (H. R. 
1535). It contains the same objectionable provision (sec. 14) eliminating the 
American-selling-price principle. This section of the bill provides that the 
Tariff Commission shall certify to the President a rate of duty for each classi- 
fication of articles “which the Commission estimates to be reasonable equivalent.” 

It is our contention that, even if the authors of the bill sincerely intended to 
provide the same level of relief under the proposed revisions, they could not 
make good. Experts in customs matters support us in this view. The proposed 
bill does not outline a detailed procedure for converting the tariff protection 
to the same level under the proposed revision. The Tariff Commission, as far 
as we can learn, has not agreed on a procedure of any kind to meet the new pro- 
posed provisions, much less one that will guarantee our industry the same 
protection as it now has under the American selling price. We have had no 
information from Tariff Commission or State Department to persuade us from 
our opinion that no workable scheme can be devised under the new law to give 
us this same protection. 

If we are to have the same protection as under American selling price. how 
would the Tariff Commission set up a schedule of tariffs which would take 
account of the flustuations in the price of imported goods and the price of like 
or similar American goods? 

When it is realized that there are hundreds of different rubber footwear 
ifems, each with its own price level, it becomes clear that there is no work- 
able substitute for the American-selling-price method which will give the in- 
dustry the same level of protection. 


87474—51 
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Some of the letters last year from the State Department indicated a mis 
understanding of the American-selling-price principle and the conditions under 
which it Was enacted into law by Congress about 25 years ago. It was implied 
that the United States Government, apparently upon the urging of America: 
industry, adopted the American selling price as a “device to conceal the rex! 
amount of protection actually enjoyed by this and the other industries con 
cerned.” 

Congress set the American selling price as a basis for duty valuation becaus: 
other methods of valuation were not adequate; and one of the inadequacies 
was the inability of American otlicials to obtain accurate information on foreign 
costs. This was particulariy true with reference to rubber footwear. In this 
respect the situation is even worse today. 

The American rubber-footwear industry's most serious competitor for th: 
domestic market is Czechoslovakia. Can the Tariff Commission or the State 
Department get trustworthy data on costs of production in Czechoslovakia 
today? Does anyone in our Government have accurate figures on the labo: 
and material costs represented in a pair of rubber gaiters from a Czech factor) 
landed in New York today? 

Instead of “concealing” the facts about the amount of duty, the American se!! 
ing price makes it easy for a foreign competitor to determine the amount of duty 
he has to pay in relation to his costs of production. 

From whom are the facts as to the “real amount of protection” concealed 


Not from the Czech manufacturer. Under the American selling price he is tlh: § 
only person Who knows the actual rate of duty based on his export value or 
any other value. Under the American selling price he can determine what his i 
duty will be even before he begins to manufacture. The only thing that would 
change his estimate would be a change in the selling price of the American t 
article like or similar to the one he is producing, and the adjustment in any 
event would be negligible. 
The American rubber-footwear industry can stand no further cuts. In fact, 
competitive footwear made in low-wage countries abroad is seriously threaten 
ing the industry under the existing duties. Labor constitutes approximately 
47 percent of the factory cost of canvas and waterproof rubber footwear. This 
is the labor of American workmen, and wages paid in this industry in this coun 
try are far higher than those in any other country. The materials used |) 
American manufacturers of canvas and waterproof rubber footwear are, wit! t 
the exception of natural rubber, American-made, and here again this industry . 
is at a disadvantage as against the use of materials produced in foreign low is 
labor-cost Countries. d 
The manufacture of rubber footwear is an essential part of our nation 
economy. It is vital to our national defense. During the last war this industry - 
furnished our Armed Forces with more than 45,000,000 pairs of rubber footwea: . 
It: the same facilities, it also made life rafts, fuel cells, raincoats, life vests, a: @ 
other similar war products. Without a going rubber footwear industry ot t. 
national-defense program would be seriously impaired. 
Thirteen companies are engaged in the manufacture of rubber and canvas t| 
footwear and employ more than 20,000 men and women with sales of approx it 


mately S100,000,000, 

It is one of the truly American industries, foreign manufacturers having cop) 
its styles and methods. The low labor rates and cheaper materials costs 
foreign manufacturers, particularly Czechoslovakian and Japanese, combined 
with lower tariffs, would mean the loss of jobs to thousands not alone in thi- 
industry but in the factories of its suppliers and in the stores and shops in tly 
communities which serve its workers. 

It is clear that the elimination of the American selling price, through H. 2 
1555 or any other measure, would adversely affect the American rubber-footw: 
industry, its stockholders, and its employees, and eventually the American pub 
whe look to this industry to supply it with essential waterproof rubber 
rubber-soled canvas shoes, 

We eurnestly solicit your support for the elimination of this section 14 fr 
the bill which is now under consideration in the House Ways and Means | 
mittee 

Very truly yours, 
RussEr Workers Union, Locan 21914, 
( lwerican Federation of Labo 
S. A. Percoco, Business Representative 
Hoop RuBRER Co., 
(a Division of B. F. Goodrich ¢ 
R. H. BLancuarp, President. 
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This letter sent to: Hon. Edith Nourse Rogers, Hon. William H. Bates, Hon. 
Thomas J. Lane, Hon. Angier L. Goodwin, Hon. Christian A. Herter, Hon. John 
F. Kennedy, Hon. John W. McCormack, Hon. Richard B. Wigzlesworth, Hon. 
Joseph W. Martin, Jr., Hon. Henry abot Lodge, Jr., Hon. Leverett Saltonstall. 
rnd Hon. Maurice 4. Tobin 


Letters sent to following: 
United States: Senators Theodore Francis 
Senate Office Building, Washington, D. C. 
United States Congressman Aimé J. Forand and John |} 
Office Building, Washington, D. C. 
of Labor Maurice J. Tobin, Department of Labor, 


Greene and John ©. Pastore, 


kk. Fogarty, House 


United States Secretary 
Washington, D.C. 
Mr. Willinm H. Green, American Federation of Labor Building, Washington, 
ID. « 

Mr. Matthew Woll, in care of Union Label Life Insurance Co., 
Seventieth Street, New York, N. Y. 

Mr. Michael A. Walsh, Regional Director, 
11 Beacon Street. Boston, Mass 


200) East 


American Federation of Labor, 


I’. O. Box 1205, Provipence 1, R. 1, August 3, 1951 
Dear Sik: We learn that H.R 


1535 has been revived and is aguin under con- 
sideration, 


Section 14 is extremely dangerous to Rhode Island labor in our industry. We 
appeal to you to have this section 14 eliminated. 

We attach a copy of our letter of February 20, 1950, which fully explains why 
this section 14 sheuld be eliminated. 

We pray you to intercede in our behalf 

Very truly yours, 
Provinenck Russer Workers Unton, Locar No, 21172, 
GOODYEAR FOOTWEAR CORP., 


Epwarp S. Farrei, President. 
Enclosure. 


PROVIDENCE, R. L., February 20, 1950. 
Deak Str: We bring to your attention a movement in Washington to abolish 
the American-selling-price principle applying to rubber 


footwear and rubber 
soled canvas footwear (sneakers) 


Such an abrogation would be disastrous to 
our union and its members because it could and would wipe out the entire in 
dustry and along with it all the jobs of thousands. 

Such a disaster would strip our members of the benetits and privil 
seniority, merit and length of service, for it would mean they would have to 
start elsewhere and start from the bottem. These facts are so obvious and so 
evident that we must appeal to you to help us stop such threatened 


| disaster 
to US, 


ges of 


The illustration below will suftice to show vou how seriously our jobs are being 
threatened by this movement and that unless stopped the prospects of our wind 
ing up like the Waltham Watch Co. are exceedingly good : 


Total Com 
‘ parable 
landed 
se American 
price 
price 
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These facts are all that are necessary for anyone to see what will happen to 
wages and jobs of thousands of us and also to our benefits. 

Our union looks to you to take appropriate action quickly and to dwell upon the 
needs for relief until full protection has been provided. ‘To protect American 
wages you should also obtain a restoration of the tariff rate cut on rubber foot- 
wear. We will gladly help in any way we can. 

Along with this need for protection, the necessity for stopping the periodic halv 
ing of the tariff rate, too, is of paramount importance to our wages, jobs, and 
benetits, as in time the same finality will be arrived at. 

Very truly yours, 
PROVIDENCE RusserR WorKERS UNION, 
Locar No. 21172. 
Ipw. S. FarrRevy, President. 


—_—_—_— 


CHERRY GROWERS AND INDUSTRIES FOUNDATION, 
Corvallis, Oreg., August 24, 1951. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, D.C. 

GENTLEMEN: The Cherry Growers and Industries Foundation, representing 
growers, processors, and shippers of cherries grown in the States of California, 
Oregon, Washington, Idaho, and Michigan, desires to record in this manner its 
opposition to certain provisions of H. R. 1535 on which your committee is now 
holding public hearings. 

The provisions of H. R. 1535 to which we object are included in section 2 (which 
would modify the Anti-dumping Act of 1921), section 13 (which would change 
the present method of computing ad valorem duty rates), and section 20 (relat- 
ing to currency exchange rates to be applied in computing duty rates). 

Membership of the Cherry Growers and Industries Foundaton includes ap- 
proximately 15,000 commercial cherry growers in the above-named States, 
many of the fresh cherry shippers of those States, and most of the processors 
engaged in brining cherries for the maraschno glace, and candied cherry manu- 
facturing trade. 

Reasonable tariff protection is of vital concern to the American cherry indus- 
try. One of the principal market outlets for domestic cherries exists only 
by reason of the duties upon foreign cherries. The market for brined cherries, 
used for the manufacture of maraschino, glace, and candied cherries, absorbs 
more than one-fourth of the United States production of sweet cherries, and 
substantial quantities of sour or tart cherries. Brined cherries are now the 
principal processing outlet for sweet cherries, the volume brined being in ex 
cess of that which is canned. Prior to tariff protection it was impossible for 
the growers and processors of domestic cherries to compete with the cheaply 
produced and processed foreign cherries. There was no important commercia! 
cherry brining industry in the United States until duty rates were made effective 
on brined cherries and maraschino, and candied and glace cherries in 1930. The 
brining outlet for American cherries, and thus the American brining industry, 
developed only after that tariff protection was afforded, and now is largely 
dependent upon that protection. 

The domestic brining market has special importance for the American gro\ 
ers even beyond the large tonnage which it absorbs. It is in fact the key to 
the orderly marketing of the entire domestic cherry production, whether i 
fresh form, canned, or otherwise processed. Brining is the only method where!) 
supplies which will not be taken by the fresh markets or the canners or ot/er 
users of fresh fruit can be carried over from year to year and utilized. An) 
substantial reduction of the brined market for American cherries would rapicly 
create a surplus condition, as the other markets could not possibly absorb ans 
appreciable portion of the volume now brined. Demoralization of all cherry 
markets, for the tart varieties as well as the sweet cherries, would quick! 
follow. 

It is for these reasons that the American cherry industry is highly vulnerable 
to competition of imported brined or processed cherries in our domestic mar 
kets, and is very sensitive to any effort to reduce further the tariff duties 
applicable to the foreign cherries. The industry of course does not have nor 
does it seek any prohibitive tariff barrier against the foreign products. It usks 
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for and expects simply such tariff rates as are necessary to place the American 
producers on a parity with the foreign producers in the American markets. 

Substantial increases of imports of foreign maraschino and glace cherries 
have followed the 1948 trade-agreement reduction of the duty rate on those 
products. French glace cherries are now being freely offered and purchased, 
delivered New York, duty paid, at prices substantially below United States cost 
of production. The currently inactive market for United States brined cherries 
reflects this low-cost competition from the foreign finished cherries. We are 
informed that at least one large French manufacturer of glace cherries is sub- 
stantially enlarging its plant in order to take advantage of the American mar- 
ket. Inasmuch as a large portion of the American brined cherry pack is utilized 
for manufacture of glace cherries, any substantial loss of this market to the 
French finished glace cherries could be disastrous to the American cherry 
industry. 

We respectfully submit that the sections of H. R. 1535 above referred to go 
far beyond mere simplification of the customs, and could have the effect of 
reducing the protection provided by the present tariff statutes and rates. Ap- 
propriate simplification of customs procedures and regulations is of course 
desirable, but it is an entirely different matter to use that as a cloak for chang- 
ing and diminishing present tariff protection. 

We believe that these particular provisions of H. R. 1535 could be especially 
harmful for our industry. The tariff rate on maraschino, glace, and candied 
cherries is partly ad valorem. The present rate is 7 cents per pound plus 10 
percent ad valorem, having been reduced under successive reciprocal trade agree- 
ments from the 1930 rate of 91. cents per pound plus 40 percent ad valorem, 
The primary basis for computing ad valorem rates is now the foreign value or 
the export value, whichever is the higher. Section 13 of H. R. 1535 would 
change this so that the primary base would be the export value only, even 
though the export value (that is, the price at which such goods are freely sold 
or offered for export to the United States) may be substantially lower than the 
prices then prevailing in the other markets of the exporting country. 

Prices at which the French glace cherry manufacturers are offering their 
product in the American market now appear to be at approximately the same 
level as the prices obtained by the French manufacturers in other markets. If 
the French manufacturers should seek to unload a surplus production upon the 
United States, or to cultivate the American market, by reducing their prices 
to the American importers, while maintaining their normal prices in their 
other markets, the present statutory provision would maintain the duty at its 
present level because the base for the ad valorem duty would be the higher of 
the two types of prices. Section 13 of H. R. 1535, however, would immediately 
produce a lowered duty, because it would base the ad valorem rate upon the 
export valne (the price at which sold for export to the United States) irrespec- 
tive of the price levels applicable te other markets for the French cherries. 
This situation would encourage, and to some extent underwrite the cost of, 
special price reductions in the American market. 

Section 20 of H. R. 1535 also appears obviously to be aimed toward the 
loosening of our tariff protection. This section is so worded as to recognize and 
permit use by foreign countries of multiple exchange rates for the purpose of en- 
conraging, and even subsidizing, exports of specific commodities. Under the 
present provisions of the Anti-Dumping Act of 1921, and the countervailing duty 
section of the Tariff Act of 1980, the use by a foreign country of such a special 
rate of exchange to encourage the export of a particular commodity would con- 
stitute a subsidy or dumping, and a special dumping duty, or a countervailing 
duty, could be imposed in order to offset such subsidy or protect against such 
dumping. Such protective measures, however, would not be available if section 
20 of H. R. 1535 were to become law. Section 20 of H.R. 1535 would pull some 
of the teeth out of the Anti-Dumping Act and the countervailing duty provisions 
of the tariff act. 

This again would simply offer encouragement and incentive to foreign in- 
dustries obtaining export assistance from their governments through special 
exchange rates applicable to their exports to the United States or applicable to 
certain commodities so exported. The competition in American markets of such 
subsidized foreign products is impossible to meet and could quickly become 
ruinous for many domestic industries. It is for this very reason that the present 
Antidumping Act and countervailing duty provisions were enacted. The present 


wording of section 20 of H. R. 1535 appears to be a deliberate effort to remove 
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covertly and indirectly these essential protections to American industries facing 
the competition of foreign products in the domestic market. 

We further object to section 2 of H. R. 1535, which seeks to require “materia 
injury of a United States industry before the remedies of the Antidumping A: 
or the countervailing duty provisions of the Tariff Act of 1980 may be applic: 
We see no basis or justification for this attempt to tighten and restrict th: 
operation of these existing remedies. H. R. 1535 includes no definition of wha: 
shall be deemed to constitute “material” injury, but leaves that determination 
entirely with the Secretary of the Treasury. The administrative interpretatic: 
and application of the term “serious injury” as used in the President’s Executiy: 
order relative to the so-called “escape clause” in reciprocal trade agreements 
has been so narrow and restrictive as to make it practically impossible to obtai: 
any relief under that clause. There is every reason to believe that the sany 
result would follow under the similar restriction which Section 2 of H. R. 1535 
would insert into the Antidumping Act and the countervailing duty provision: 
of the tariff act. 

We therefore respectfully urge that: 

(1) Section 2 of H. R. 1535 be deleted : 

(2) Section 13 be revised so that the first basis for determining value of 
imported merchandise shall continue to be, as under the present section 402 of 
the tariff act, as amended, the foreign value or the export value, whichever is tly 
higher; and that 

(3) Section 20 be deleted or be revised by deleting therefrom paragraphs (: 
and (d) on pages 36 and 37 of the printed bill, being the provisions applical), 
to multiple rates of exchange or other than par value rates. 

It woulld be appreciated if this statement may be included in the record of 
your Committee hearing upon H. R. 1535. 

Respectfully, 
CHERRY GROWERS AND INDUSTRIES FOUNDATION, 
By Wa ter J. Hevert, President. 


UnNrIrep Gas, CoKE, AND CHEMICAL WORKERS OF AMERICA, 
Washington, D. C., September 18, 1951 


PETITION OF LOCAL NO. 1 OF THE UNITED GAS, COKE, AND CHEMICAL WORKERS, CIO, Fok 
REPEAL OF THE 5-CENT PROCESSING TAX ON COCONUT OTL 


Dear CONGRESSMAN: The Ways and Means Committee has just completed 
hearings on H. R. 1535, The Customs Simplification Act of 1951. Section 25 of 
this bill proposes to change the 3-cent per pound processing tax on coconut 
tou a tariff duty. It is our position that instead of taking this action the 3-cen! 
tax should be repealed. It is our understanding that this is an alternat 
already provided for under the General Agreement on Tariffs and Trade, 
requirements of which have prompted the State Department to request | 
change. 

The 3-cent processing tax on coconut oil was levied in the depression year «! 
1934 at a time when economic conditions were in a state of chaos and legislators 
were looking for any possible panacea. There was some slight basis for 
levying of the tax at that time inasmuch as the United States was importine 
more oils and fats than it exported. Since World War IIL this condition hes 
completely reversed. The United States now exports vastly more oils and fats 
than we import. This means that neither a processing tax nor a tariff duty 
coconut oil can afford the slightest semblance of protection to domestic | 
and oils, 

As of the present day, the 3-cent processing tax increases the price of all coco 
nut oil products by approximately 20 percent without advantage to anyon 
This tieans that where there is close competition such as between soap and 
synthetic detergents (made from benzene and sulfuric acid) that coconut 
has been crowded out of its legitimate markets which has resulted in serious 
injury to our industry and employment, Coconut oil is a universally accey 
ingredient of good quality soap. It is required to give the soap proper lathe 
qualities. If the soupmaker cannot obtain coconut oil at a reasonable | 
he cannot sell his soap in competition with synthetic detergents. 

Coconut oil is a laurie acid base oil. It, therefore, is not in competition wil! 
domestic oils and fats as no one of them contains lauric acid. The laurie acid 


t 
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base is essential not only to industrial users but to our defense program, This 
is confirmed by the fact that our Government stockpiles coconut oil. There is 
every reason, therefore, to encourage its importation rather than to discourage 
same. 

That imports for domestic consumption are being discouraged is shown by the 
declining tendency in the domestic disappearance of coconut oil in post-World 
War II years. Starting with MM7 when domestic consumption of coconut oil 
was 754,140,000 pounds as 100 and comparing 1948, the domestic disappearance 
figures show a drop of 15 percent in 1948 (domestic disappearance was 666,512,- 
WO pounds). In 1M9 a drop of 33 percent was registered, domestic disappear- 
ance that year being 527,826,000 pounds. In 1950 the drop was slowed slightly 
by the use of coconut oil for defense purposes but, notwithstanding, at 536,738,- 
oO pounds the domestic disappearance was down 32 percent from 1947. 

We are concerned with this decline in coconut oil consumption as the less 
coconut oil processed the less work there is for our members. We are alarmed 
at the decreasing rate of employment in our industry which we largely attribute 
to this processing tax and we, therefore, pray that everything possible may be 
done to repeal it. 

Respectfully submitted. 

A. CHARLES DAVEY. 
JOHN H. BRANALL. 


(Representing 400 members of Local No. 1, United Gas, Coke, and Chemical 
Workers of America, CIO, and 350 members of Local 417, United Gas, Coke, 
and Chemical Workers of America, CIO.) 


Jons pE Kuyrper & Zoon, 
ROTTERDAM & SCHIEDAM, 
Montreal, Province of Quebec, August 2, 1951. 


Hon. Rogert L. DouGguron, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


Sir: It is our understanding that hearings on bill H. R. 1535, the Customs Sim 
plification Act of 1951, will start in Washington next Monday, August 6. 

You may recall our letter of July 10, 1950, copy of which is attached. In this 
letter the disastrous results to the American cordial business are pointed out if 
section 24D were enacted. 

It is therefore respectfully requested that the letter referred to above be 
allowed to form part of the official records of the hearing. 

Yours very truly, 
H. K. M. pe Kuyper. 


Jous DE KUYPER & Zoon, 
ROTTERDAM & SCHIEDAM, 
Schiedam, July 10, 1950. 
Hon. Rosert L. Doventon, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

Siz: Johs de Kuyper & Zoon since 1695 has manufactured fine cordials and 
liquors which have enjoyed distribution in the markets of the world. Imme 
diately following the repeal of prohibition in your country, we established a sub- 
sidiary in the United States in conjunction with National Distillers Products 
Corp. The American subsidiary, John de Kuyper & Sons, Inc., is now manu- 
facturing our well-known brands in the United States in Cincinnati, Ohio. In 
this way we have succeeded in bringing our products to the American con- 
sumer at reasonable prices, 

Recently, the Customs Simplification Act of 1950, with which you are undoubt- 
edly familiar, was introduced in the Congress of the United States. We under- 
stand that this bill is designed to aid the foreign manufacturer and to increase 
world trade. Therefore, you might assume that we, a foreign company, would 
be in favor of the various provisions of the bill. However, since this company 
is a partial owner of John de Kuyper & Son, Inc., located in your State, we are 
taking the liberty of explaining our views to you which may differ from what 
might be expected of a foreign concern. 

One of the provisions of the Customs Simplification Act prescribes a change 
of the basis for payment of internal revenue tax and duty on foreign-made cor- 
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dials imported into the United States. Should this provision be enacted, the in- 
ternal revenue tax and duty would be assessed on a proof gallon basis rather 
than a wine gallon basis. Cordials are manufactured at various proofs, rang- 
ing down to 45 degrees. On low proof cordials the saving in taxes to a foreign 
producer of cordials importing his product into the United States, would amount 
to over $12 per case. This saving would not accrue to the domestic producer. In 
the United States an imported label sells at a premium. The saving of $12 
would allow the imported product to be sold at approximately the same price 
as the domestic product and would therefore drive the domestic cordials from 
the United States market. 

As a company with an investment in your State employing citizens of your 
State, we would of course regret the adoption of a measure which in all prob 
ability would result in the closing down of our manufacturing facilities in the 
United States. 

Very truly yours, 
JoHs De KuYrer & Zoon. 


East LiverpooLt, OHIO, August 14, 1951. 
lion. Roserr L. DoucHuron, 
Chairman, Ways and Means Committee, 
House Ofice Building, Washington, D. C.: 

H. R. 1535, customs simplification bill, is decidedly unfair in its present form 
It should be amended to drop out endorsement of the General Agreement o1 
Tariffs and Trade. 1 request my protest be included in the record. 

James M. Durry, 
President, National Brotherhood of Operative Potters 


Boston, MAss., August 16, 1951. 
Hon. Roserr L. Dovenron, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C.: 

Please enter into record of hearings on H. R. 15385 or customs simplification 
bill, this telegram in complete opposition to approval by your committee of the 
provisions in this bill that would amend our customs laws to conform them to 
the General Agreement on Tariffs and Trade. If bill is contined to streamlining 
and improving customs administration we will support it. We condemn the 
indirect way of approving GATT as proposed in H. R. 1535. 

Patrick McHuenr, 
Secretary-Treasurer, Atlantic Fishermen's Union 
JAMES S. CARLSON, 
President, Massachusetts Fisheries Association 
LAWRENCE ROSEN, 
President, Federated Fishing Boats of New England and New York 
EpMUND O'NEILL, 
General Manager, New Bedford Seafood Producers Association. 
MELVIN BERNSTEIN, 
Secretary, Gloucester Vessel Owners Association 


CHICAGO, ILL., August 20, 1951 
Hon. Rorerr L. Doventon, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

Our organization is deeply interested in the customs simplification bill, H. R. 
1535, but fully convinced that its provisions should be expressly confined to sim 
plifying and improving our customs administration. We are strongly opposed 
to and vigorously protest the inclusion in H. R. 1535 of provisions that are ex 
traneous to customs simplification, and designed te modify our laws to conform 
to the General Agreement on Tariffs and Trade and thus by indirection give 
approval to General Agreement on Tariffs and Trade. We request that this tele- 
gram be made a part of the records of the Ways and Means Committee on the 
customs simplification. 

Untrep CEMENT, LIME, AND GyrpsumM WorKERsS INTERNATIONAL UNION, 
WILLIAM SCHOENBERG, General President. 
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WASHINGTON, D. C., August 23, 1951. 
Hon, Rosert L. DovgHron, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

Strongly urge modification of customs simplification bill, H. R. 1535, by elimi- 
nation of section that would represent ratification of the General Agreement on 
Tariffs and Trade. If this is done, we will support the bill; otherwise must 
oppose it. Request this telegram be read into the record. 

UNirep WALL PAPER CRAFTSMEN & WorKERS OF NoRTH AMERICA, 
RvuDoLeH Heini, /nternational Business Representative. 


SUPPLEMENTARY STATEMENT FILED BY Sruartr G. Treron, GENERAL COUNSEL OF 
THE AIR TRANSPORT ASSOCIATION OF AMERICA, ON H. R. 1535 


In addition to the testimony presented for the committee we wish to submit 
the following comments on the above bill. 

We favor the adoption of section 11 which would authorize the Secretary of 
the Treasury to disregard certain differences between the estimated duties or 
taxes deposited and the total amount of duties or taxes accruing when such a 
difference is no more than $5. Likewise if the aggregate value of articles brought 
in by any individuals does not exceed $10 such goods may be admitted free 
subject to regulations of the Secretary of the Treasury. These amendments 
of existing tariff act are desirable in that they relieve both the customs and 
members of the public from red tape which is more expensive than the revenue 
which it secures. 

Section 6 of the bill recognizes that travelers seeking to pass through the 
United States should net pay duty on goods they are taking with them and 
exempts from duty articles not exceeding $200 in value accompanying a person 
in transit. It is particularly desirable to relieve an air traveler passing through 
the United States from customs red tape because of a short time such traveler 
will be in the United States. For example, a traveler moving from Mexico to 
Europe by air will have only 1 hour in San Antonio to prepare any forms neces- 
sary to permit his baggage to go to New York or Boston to connect with a 
Enrope-bound aircraft. At the present time the preparation of in-bond forms 
at the point of arrival in the United States may take so much time as to cause 
the passenger to miss his onward flight. This bill in section 6 would amend 
paragraph 1798 to exempt S200 worth of articles, thus giving some recognition 
to this problem but we recommend that the value of articles exempted be in- 
creased, It is understandable that a traveler from Mexico to Europe, for example, 
may well wish to take personal property and other articles with him exceeding 
$200 in value. We recommend that the figure be set at $500. We suggest there- 
fore that paragraph (b) (3) on page 6 read “not exceeding $500 in value of 
dutiable articles accompanying such a person who is in transit to a place outside 
United States customs territory and who will take the articles with bim to such 
place.” Since such goods may be brought into the United States only on the 
condition that they be removed with the alien in transit, this exemption would 
not permit the goods to enter the commerce of this country. 

We recommend that in addition to the provisions included in the bill and in 
addition to those provisions recommended in our testimony, the bill include a 
provision amending section 484 of the Tariff Act of 1930 to permit entries to 
be made within 72 hours of the entry of the vehicle which brought the goods. 
At the present time that section requires that entry be made within 48 hours 
and failing entry within that period the Customs Service can require that the 
goods be placed in storage. Placing goods in storage involves expensive bonded 
transport, storage charges, it increases substantially the handling required by 
customs Officials and adds to the inconviences of the importer, We urge that this 
inconvenience be imposed only if the importer has not entered the goods within 
72 hours of its arrival. 

There remains one practice in the present customs procedure which works 
hardship on air carriers and shippers by air to which we wish to direct the 
committee’s attention. That is the transportation entry using Customs Form 
712. 

The procedure relates to the following transaction. When shipments enter the 
United States for the sole purpose of transiting the United States to a port of 
export. the goods proceed under the transportation entry and move under bond to 
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assure their export rather than their entry into the commerce of this country 
If a shipment from Mexico City to London, for example, enters at San Antonio, 
it is placed in bond at San Antonio to be released at Boston or New York for 
transshipment to London. To employ that procedure it is necessary for the car 
rier to prepare 10 copies of the prescribed form. If while the shipment is en 
route to New York, it is determined that the shipment must be exported from 
Boston rather than New York, the carrier must prepare another 10 copies. We 
believe that the preparation of these 20 copies is not only wasteful and may delay 
the shipment many hours by mising an advantageous connecting schedule, but 
are unnecessary for customs purposes. We believe that the basic customs requir: 
ments would demand only 4 copies and not 20. Thus one copy of the entry 
could be left at San Antonio and three copies proceed with the goods to the port 
of export. At the port of export the second copy could be marked by the collector 
and returned to San Antonio to close the case in San Antonio, A third copy could 
be sent to Washington for control purposes and the fourth copy could be re- 
tained at the port of export. Nevertheless, at the present time 20 copies of the 

In my testimony before the committee I recommended that informal entries 
be authorized on shipments valued not greater than $500. This amendment 
could be effected by changing the figure of $250 appearing in line 12, page 2s, to 
S500. 

In my statement I also called the attention of the committee to the desira 
bility of preclearing aircraft destined to the United States at points ouside of 
the United States before those aircraft arrived in this country. For the infor 
mation of the committee, I am submitting the following language which could 
be placed in a new section of the tariff act which should achieve the desired 
result. 

“Spec. 25. Insert after section 439 of the Tariff Act of 1930, as amended (U.S 
C, 1946 edition, title 19, sec. 1439), a new section 439 (a) to read as follows 
‘Notwithstanding any other provision of the Tariff Act of 1930, as amended, thy 
Secretary of the Treasury may, by regulation, authorize the customs officers 
and employees at points outside of the United States to accept the entry of 
make appraisals, and classify merchandise destined to the United States, and 
to search persons and baggage, to board aircraft, to accept deposit of duty, and 
reports of aircraft destined to the United States to the same extent that si 
entry, appraisal, classification, deposit, or report would be accepted or could 
be made at a point of entry in the United States. The Secretary may, by recu 
lation, relieve operators of aircraft, persons, baggage, and other merchand is 
which have met the requirements imposed by regulation, pursuant to this se 
tion, from ehtry, appraisal, classification, reporting, and any other requirem: 
imposed on arrival at a point of entry in the United States. If any person 
knowingly and willingly with the intent to defraud the revenue of the United 
States smugzles or clandestinely introduces into the United States any m 
chandise contrary to law, or makes out or passes, or attempts to pass, 
false, forged, or fraudulent invoice, document, or paper through the points 
established by the Secretary, pursuant to this section, shall be deemed guilty 
of violating the Tariff Act of 1930, as amended, to the same extent, and s! 
be subject to the same penalties as though such action had taken place at a yj. 
of entry in the United States.’ ” 

In my testimony I also requested that the customs laws be amended to relir 
the carriers of paying for customs inspections. The following is suggested | 
guage to secure that chance: Insert a new section 6 on page 2S to read as follow: 

“Sec. 6. Section 451 of the Tariff Act of 1930, as amended (46 Stat. 715. as 
amended ; U.S. C., 1946 edition, title 19, see. 1451), is hereby amended by str!! 
ing out the fourth, fifth, sixth, and seventh sentences and inserting in 
thereof the following: ‘Nothing in this section shall be construed to impair the 
existing authority of the Treasury Departinent to assign customs officers or ¢ 
ployees to regular tours of duty at night or on Sundays or holidays when snc! 
assignments are in the public interest: Prévided, That the provisions of 1! 
section, sections 1450 and 1452 of this title and the provisions of section 
of this title, insofar as such section 267 of this title requires payment of co! 
pensation by the master, owner, agent, or consignee of a vessel or conveyan« 
shall not apply to (1) the owner, operator, or agent of a highway vehi 
bridge, tunnel, or ferry between the United States and Canada or between 1! 
United States and Mexico, or (2) the master, owner, operator, agent, or « 
signee of an aircraft, railroad train, or vessel engaged in overseas or fore 
commerce (i) When operating pursuant to regular schedules, without regar 
the actual time of arrival or departure, or (ii) when operating without sched 
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if the collector is given reasonable notice as to the expected time of arrival or 
departure of such aircraft, railroad train, or vessel, nor to the lading or un- 
lading of merchandise, baggage, or persons arriving in or departing from the 
United States or its Territories by motor vehicle, trolley car, on foot or by 
other means of highway travel upon, over, or thrugh any hishway, bridge, 
tunnel, or ferry, or by aircraft, railroad trains, or vessels referred to in clause 
(2). At ports of entry and customs stations where any merchandise, baggage, 
or persons shall arrive in or depart from the United States by (1) motor vehicle, 
trolley cur, on foot, or by other means of highway travel upon, over, or through 
any highway, bridge, tunnel, or ferry between the United States and Canada or 
between the United States and Mexico, or (2) by aircraft, railroad trains, or 
vessels engaged in overseas or foreign commerce, the collector, under such regu- 
lations as the Secretary of the Treasury may prescribe, shall assicn customs 
officers and employees to duty at such times during the 24 hours of each day, 
including Sundays and holidays as are necessary to facilitate the inspection 
passage, and clearance of such merchandise, baggage, or persons. Officers and 
employees assigned to duty at night or on Sunday or a holiday shall be paid 
compensation in accordance with existing law as interpreted by the United 
States Supreme Court in the case of United States versus Howard C. Myers 
(320 U.S. 451): but all compensation payable to such customs officers and em 
plovees shal] be paid by the United States without requiring any license, bond, 
obligation, financial undertaking, or payment in connection therewith on the 
pert of any (1) owner, operator, agent, master, or consignee of any such 
(i) highway vehicle, bridge, tunnel, or ferry or (ii) aircraft, railroad train, or 
vessel] operating pursuant to a regular schedule without regard to the actnal 
time of arrival or departure, or with respect to those which operate without 
schedule when notice of the expected time of arrival is given as provided herein 
or (2) other person. As used in this section the term “ferry” shall mean a 
passenger service operated with the use of vessels which arrive in the United 
State in regular schedules in intervals or at least once each hour during any 
period in which customs service is to be furnished without reimbursement us 
ubove provided.’ ” 

We understand that the committee has requested the Treasury Department 
to indicate the extent to which the recommendations contained in the McKinsey 
report filed with the committee in Jannary of 1948S have been adopted and 
the extent to which the bill H. R. 1555 includes the legislation changes needed 

put these recommendations into effect. With respect to that inquiry we 
would like to bring the committee’s attention that we undersand the MeKinsey 
report recommended several of the proposals which we have made in our testi- 
mony and statements to this committee and we urge that those suggestions be 
considered favorably and amendments made in the bill to give effect to them. 
lhus we understand the McKinsey report favors increasing the value of goods 
which are subject to informal entry to $500. Second, we understand the McKinsey 
eport recommends that preinspection of American-bound aircraft at points out- 
side of the United States be tried to determine its value. Third, we understand 

it the McKinsey report recommends that carriers be authorized to make iu- 
ormal entries because of the greater expedition and efficiency which such entries 
vrmit. Fourth, we understand the MeKinsey report recommends that trans- 
ortation entries (CF 7512) be combined in such a way as to eliminate the 
cessity for preparing the numerous copies which are now required by regula 
tion of the Customs Bureau. Fifth, we understand the McKinsey report recom- 
mends that the present requirements that carriers pay for overtime inspection 
services be reexamiped to eliminate inequities and hardships. Sixth. we under- 
stand that the McKinsey report recommends the elimination of the consular 

voice in faver of a commercial invoice prescribed by the Secretary of the 
i reasury, 

We strongly urve that the committee pursue the inquiry it has commenced 

d evaluate our proposals in the light of the recommendations of tho McKinsey 
report, 


} 
} 
} 
i 


STATEMENT REPORE THE COMMITTEE ON WAYS AND MEANS ON BEHALF OF THE 
Unrrep States Branpy INpUSTRY IN Opposrtion TO SECTION 24(p) or H. R. 1535 


The United States brandy industry produces brandies from erapes and also 
from tree fruits such as apples, peaches, and plums. The principal production 
® crape brandy, primarily in California. Other brandy-producing States are 
Oregon, Washington, Virginia, and New Jersey. Annual sales are about 214 
million tax-gallons a vear utilizing about 65,000 tons of grapes and other fruits. 
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Proposed Section 24(da) of the Bill 

Paragraph (1) of section 24(d) proposes to eliminate, from section 2800(a) 
(1) of the Internal Revenue Code, the present requirement that all importe:| 
and domestic spirits pay excise tax on a wine-gallon basis when tax paid at less 
than 100 proof. Paragraph (2) of section 24(d) proposes to eliminate the 
similar present requirement of paragraph 811 of the Tariff Act of 1980 that im- 
ported spirits pay duty on a wine gallon basis when duty paid at less than 
100 proof. 

Practical effect of this proposal 

Foreign brandies have traditionally been bottled at a proof of S4-S6, averag 
ing about SS. This proposal means that foreign brandies bottled abroad will, 
in the future, pay both excise tax and duty on the basis of SS proof instead of 
on the basis of 100 proof as has been customary for a great many years.’ This 
means a reduction of 15 percent in both excise tax and duty. 

At the present time, foreign brandies pay excise tax of SY per gallon and duty 
of $1.25 per gallon. Thus, enactment of proposed section 24 (d) means a tax 
reduction of $1.55 and a duty reduction of 18% cents—or a total of $1.53 per 
gallon before release to the distributing trade. 

One dollar and fifty-three cents per gallon is 28 cents per gallon more than the 
present duty rate of $1.25. It is 3 cents per gallon more than the $1.50 increase 
in spirits excise tax now under consideration by the Congress. 

Thus, section 24 (d) must be looked at either (1) as an elimination of pro- 
posed excise-tax increases, or (2) as being more than equivalent to putting these 
products on the free list so far as duty is concerned. 

Foreign brandies sold in the United States do not need a gift of $1.53 per gallon 

During 1986-40, sales of foreign brandy in the United States averaged 718,000 
gallons annually or 20 percent of total brandy sales. 

The Tariff Act of 1930 had set a duty rate of $5 per tax-callon but this had been 
reduced to $2.50 per gallon in the 1986 French trade agreement. In 1947, the 
United States Government negotiated a further reduction at Geneva down to 
$1.25 a gallon, which was the maximum reduction permitted under the Trade 
Agreement Act and which is the duty rate currently in effect. 

Sales of foreign brandy in 1947 were low (326,000 gallons) but constituted 
22 percent of the then existing American market. Increases followed each year 
(to 519,000 gallons in 1948; to 603,000 gallons in 1949; to 791,000 gallons in 1950) 
Sales in the first 4 months of 1951 have increased sharply and are running at 
the projected rate of about 1,000,000 gallons for this year—equal to about ° 
percent of the total amount of brandies sold here in 1950. 

Foreign brandies in this last year, and prospectively, have not only more than 
regained their prewar position, but there is a serious question whether a detinit: 
deterioration in the position of United States brandies in relation to foreign 
brandies in the American market is not to be anticipated. 


CONCLUSION 


H. R. 1535, as we understand it, is intended only for customs simplificatior 
Its proposed section 24 (d), however, has no legal or practical objective what 
soever other than to reduce the present revenue obligations of foreign bottled 
brandies by $1.55 a gallon. 

We respectfully submit that such a proposal has no proper place in this legis 
lation. We have not attempted to argue here the competitive effects upon the 
United States brandy industry of such a reduction, since we do not believe the 
committee wishes us to introduce detailed evidence in this regard in these heat 
ings on this particular bill. 

We most respectfully urge that subsection (d) of proposed section 24 by 
eliminated from H. R. 1535. 

Wie INSTITUTE? 
717 Market Street, San Francisco, Cali! 
By: Epwarp W. Woorron, 
Washington Office, 900 National Press Building, Washington, D. | 


1The assessment principle here involved is very old. It was first enacted for ex 
taxes in 1868. With respect to duties it appears first to have been applied in its presen’ 
form in the Tariff Act of 1883, but it may be older. Excise taxes were first made applica! 
to imports in 1917: but, as stated, the present method of assessment goes back to 1505 
the case of spirits excises and to at least 1883 in the case of spirits duties. 

2? Wine Institute is the trade association for the California wine growers who are 
engaged, to some extent, in the production of fruit brandies. The statements herein 
made on their behalf and on behalf of others similarly situated in other parts of the country 
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STATEMENT OF R. E. S. DeLicuer, VICE PRESIDENT OF SALES, AMERICAN AIRLINES, 
INC. 


To: The House Ways and Means Committee, on H. R. 1555. 

On the occasion df the hearings by the House Ways and Means Committee on 
H. R. 1585 of the Eighty-second Congress, I desire to invite your attention to 
an entirely new concept in the execution of customs formalities prior to your 
final consideration of the proposed Customs Simplification Act of 1051, 

You already have before you the testimony of Mr. Stuart G. Tipton, general 
counsel of the Air Transport Association of America, which was presented on 
August 13, 1951. Mr. Tipton pointed out that, in addition to the customs pro- 
cedures which the Treasury Departinent recognizes as requiring new legisla 
tion, there are others not dealt with which should receive attention in this 
legislation. The first of these procedures discussed by Mr. Tipton related to 
the preclearance of aircraft outside the United States when they are destined 
to points in the United States. 

As American Airlines is the United States-flag carrier concerned principally 
with this matter of preclearance, and since we have been in the process of con 
tinuous negotiation with the Customs and Immigration Services in an attempt 
to achieve preclearance, I believe it is appropriate that I expand Mr. Tipton’s 
remarks for your more complete understanding and appreciation of a new con 
ception in border clearance. 

You are familiar no doubt with the usual process faced by a traveler from 
Canada or Mexico to the United States. He is first examined by the authorities 
of the country which he is leaving. Then, upon arrival, he is again examined 
for entry purposes by Immigration, Customs, and sometimes Public Health per 
sonnel when he debarks in the United States. 

We in the airline business have long been jealous of the much more efficient 
United States examination procedures enjoved by the international railroads 
and ferries. Examination of passengers while en route is undonbtedly the best 
way to clear passengers from one country to another, but due to limited capaci- 
ties of airplanes it is not practical for our purpose, 

Here we are as airlines, offering what we believe to be the last word in rapid 
transportation. Nevertheless, our passengers, while traveling at many times 
the speed they are able to travel by surface means, actually lose valuable time 
in undergoing the exit-and-entry formalities of the governmerts concerned. I 
do not exaggerate when I say that these formalities involve more of the pas- 
sengcer’s time than the flight between Toronto and Buffalo, and at least half the 
time it takes to fly between Toronto and New York. 

We fully appreciate the need for a government to carry out exit-and-entry 
examinations. Our experience as an international operator has indicated that 
the legal requirements in this regard have been carried out efficiently and cour 
teously by the Government inspectors involved. Our position is not to take 
issue with the necessity of the examinations, or with the manner in which they 
are conducted by the personnel concerned, but to recommend a procedure to 
facilitate transborder air travel. 

Our recommendation is a simple one. We propose that the Commissioner 
of Customs be authorized to assign inspectors to airports outside the United 
States for the purpose of clearing aircraft and the passengers and cargo carried 
therein, into and out of the United States whenever it is in the public interest 
to do so. With such a procedure permitted under law, travelers could enjoy 
simultaneous baggage examinations by inspectors of both governments instead 
of submitting to one examination prior to boarding and another upon leaving 
the aireraft. Likewise, aircraft could be cleared at a single foreign point such 
is Toronto pror to departure for the United States and permit Customs to 
reinece its staffs for this purpose in such cities as New York, Buffalo, Chicago, 
Cleveland, and Tampa. 

Asa result of our negotiations with the bureau heads concerned on chis matter, 
the Commissioner of Immigration had authorized the preinspection of all passen- 
gers at Toronto who are destined to the United States. This has worked out 
admirably to the complete satisfaction of passengers, the Immigration Service, 
and the airlines involved. Just recently the Commissioner of Customs has 
determined that authority exists under current law to permit the preexamination 
of passengers’ baggage at points outside the United States. We are now in the 
process of working out the details for conducting this procedure on a trial basis 
at Toronto, 
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However, to realize the full benefits of preclearance, there must be more than 
a preexamination of passengers and their belongings. We feel—and not withour 
sympathetic understanding from the Bureau of Customs—that real efficiency 
cannot be achieved unless inward clearance of the aircraft itself into the United 
States and the cargo it carries, is also obtained prior to departure from a con 
tiguous country. On the preclearance of aircraft and cargo, however, the 
Bureau of Customs contends that existing legislation prohibits this possibility 
despite the obvious fact that one customs officer performing this function in 
Toronto may preclude the necessity of having tive customs officers perform the 
sume function at five different cities in the United States. 

In the interest of promoting speed and facility in travel, economy for the Goy 
ernment, and greater utilization of critically required commercial aircraft, it is 
appropriate to recommend that the Customs Simplification Act include a revisio 
to section 450 of the Tariff Act of 1950, as amended (U.S. C. 1946 ed., title 19, 
sec. 1450), enabling the Commissioner of Customs to conduct complete examina 
tion and clearance procedures for aircraft, their passengers and cargo prior to 
entering and after departing the United States. We are attaching as appendi 
A a suggested further amendment to section 459 of the Tariff Act to accomplish 
this purpose. 

Recognition by Congress of this new concept in the clearance of aircraft ove 
the borders between the United States and our amicable neighbors to the nort! 
and south would be completely in accord with the principle expressed in sectic: 
11.11 of annex Y to the Convention of International Civil Aviation of 44 
which states: 

“Contracting states should make arrangements whereby one state will perm: 
another state to station representatives of the public authorities concerned in 
its territory to examine aircraft, passengers, crew, baggage, cargo and documen 
tation for customs, immigration, public health, and agricultural quarantirn 
purposes, prior to departure for the other state concerned, when such action \ 
facilitate Clearance upon arrival in that state.” 

This is a profound and far-seeing statement. It is a principle that has bee: 
subscribed to by the executive branch of our Government. The Dominion Gover: 
ment at Ottawa has endorsed this principle and has made it plain that « 
customs otflicers are as equally welcome in Canada for this purpose as o 
immigration officers have been for over a year. In addition, the Government « 
the Republic of Mexico has indicated its approval to such a policy and | 
already included space in the new airport buildings now under construction 
Mexico City for United States authorities. 

This concept did not exist at the time current legislation was drafted. S 
a concept Was bound to emerge, however, with the advancement of the airp 
as a primary means of international travel. Implementation of the princi 
will greatly promote the reciprocal travel of the respective nationals of 
United States, Canada and Mexico. Adoption of the concept will stand as 
model of mutual international understanding and Government administrat 
efliciency. Ll sincerely believe it worthy of your favorable consideration 
hope you will enact enabling legislation substantially similar to that submit 
herewith. 

We appreciate the opportunity which has been given us to present our views 
this matter, 


APPENDIX A TO STATFMENT TO Mr. R. BE. S. DEICHLER 
RECOM MENDED AMENDMENT TO H. RB. 1555 


A new section be included as follows: 

“Sec. —. Section 459 of the Tariff Act of 1930, as amended (U.S. C. 1946 edit 
title 19, see. 1459), is further amended to read as follows: 

“Sec. 459. CONTIGUOUS TERRITORY—REPORT AND MANIFEST. The maste! 
any vessel of less than five net tons, the commander or the authorized agent 
the owner of any aircraft, and the person in charge of any vehicle arrivine 
the United States from contiguous country shall immediately report f/e ar 
of the vessel, aircraft, and vehicle to. the customs officer at the port of entr) 
customhouse which shall be nearest to the place at which such vessel or ve! 
shall cross the boundary line or shail enter the territorial waters of the Un 
States, or at the port or entry or place at which such aircraft enters the lu! 
States, and if such vessel, aircraft, or vehicle have on board any mercharnd 


shall produce to such customs officer a manifest as required by law, and 








SIMPLIFICATION OF CUSTOMS ADMINISTRATION 679 


such vessel, aircraft, or vehicle shall proceed farther inland or beyond nor shall 
discharge or land any merchandise, passengers, or baggage without receiving 
a permit therefor from such customs officer: Provided, however, That nothing in 
this act shall be construed as prohibiting or restricting the Secretry of Treasury 
from authorizing a customs officer stationed in a contiguous country to accept 
from the commander or the authorized agent of the owner of any aircraft a 
report of the intended arrival and a manifest as required by law in advance of 
departure from such contiguous country for the United States in liew of report- 
ing arrival and producing a manifest to the customs officer at the port of entry 
or customhouse nearest to the place at which such aircraft shall enter the United 
States: And provided further, That no such aircraft shall proceed beyond the 
port of entry or place at which such aircraft enters the United States, nor shall 
lischarge or land any merchanidse, passenyers, or baggage without receiving a 
permit therefor from the customs officer stationed in the contiguous territory 
who has accepted the report of intended arrival and manifest. Any person 
importing or bringing merchandise into the United States from a contiguous coun- 
try otherwise than in a vessel, aircra/t, or vehicle shall immediately report his 
arrival to the customs officer at the port of entry or customhouse which shall be 
nearest to the place at which he shall cross the boundary line and shall present 
such merehandise to such customs officer for inspection.” [Italics indicates 
suggested additional language. | 


STATEMENT Firep ny rue Natrionar Councr. oF FARMER COOPERATIVES ON 
H. R. 1535, rue CusroMs SImMPLlicaTION Act or 1951, SepremMBer 13, 1951 


This statement is filed in behalf of the National Council of Farmer Coopera 
tives, a trade organization of farmers’ associations which are marketing farm 
products and purchasing farm production supplies for their members. Many of 
these farm products and farm supplies move in foreign trade, both import and 
export. 

We favor the greatest possible development of foreign trade which is con- 
sistent with maintaining opportunities and incentives for a full domestic econ 
omy. We favor economy in customs administration and the simplification of 
procedure for the benefit of taxpayers and traders in domestic and foreign com- 
merce. To the extent to which separate provisions of H. R. 1535 are concerned 
with simplifying routine customs procedures without weakening or surrender- 
ing the control and supervision of the Government of the United States over its 
own political and economic affairs, we can approve of the provisions of the bill. 

However, we oppose those provisions of H. R. 1535 which propose to modify 
trade laws, currency exchange conditions, concepts of value, and weakening of 
customs supervision and classifications, without any evidence of concessions or 
economie quid pro quo from beneticiary nations. The fact that changes are made 
to conform to the General Agreement on Tariffs and Trade, which has no statu- 
tory standing with this Government, should be weighed against the effect on the 
economic incentives ; which give direction to our domestic production and trade 

nd national safety and welfare 

Specifically we oppose : 


Section 2 (a) and (c¢). Requirement of “material” injury or “material” 
retardation, in dumping or countervailing duty cases 


The enactment of these provisions would so weaken the present antidumping 
and countervailing duty sections that, by interpretation, and by adaption of 
devious methods of subsidy by countries exporting to this country, the law could 
he circumvented and rendered ineffective. At the present time, we are informed, 
the antidumping and countervailing provisions are being overcome by exporters 
to this country through various devices which are operated internally in the 
exporting countries. 

What is needed to bargain successfully for stable and equitable reciprocal 
concessions abroad is a strict enforcement of United States customs laws on the 


hooks, 
Il. Section 13. Value. 
While the elimination of “foreign value” as a basis for determining the value 


imported merchandise may simplify and eliminate delay in customs proce- 
dure, the revision of the workable valuation provisions of the present law will 
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not contribute to that objective. The proposed revision, if authorized, will 
tend to reduce declared values of goods exported to this country, and thus result 
in additional trade concessions abroad by statute without any concessions in 
return through reciprocal negotiation or otherwise. It is a way of weakening 
our domestic production economy by administrative interpretation and deter 
mination, without adequate consideration of the effects on specific industries 
contributing production and wages to consumer requirements and taxable income 
to the national tax base. 


III. Section 20. Conversion of currency 


This provision if carried to its ultimate conclusions would abandon United 
States sovereignty with regard to valuation of United States currency in inter 
national trade. As against the other countries of the world, international politi 
cal considerations could well operate through the International Bank or other 
international agency for such countries to undersell her products produced in 
this country, or by the same token, to overvalue exports from this country, for 
sale abroad through currency manipulation. As a matter of fact, with the free 
market in foreign exchange throttled, there would remain no nonmanipulated 
criteria of international currency conversion values, und so the values fixed by 
arbitrary action would have less and less economic reality as time went on. Such 
Values could topple domestic market prices and values and inevitably would 
This is perhaps the most potentially dangerous provision in the proposed bill 
from the standpoint of the practical effect on free markets and the existing 
domestic economy. 


IV. Section 21. Customs supervision 


We have to have custom supervision, and it should be thorough and complete 
in order to protect the Government revenues, and our consumers and our pro 
ducers against fraud, defective materials and goods, and unfair trade practices 
Token supervision as proposed in this bill is inadequate supervision. 

V. Section 23. Conversion of processing taxes to import taxes 

We believe the decision to levy processing taxes on raw materials should rest 
with the Congress as a part of its responsibility for Government finances. It 
should not be subject to determination by international negotiation as proposed 
in this section. Beyond a certain point, weakening of incentives for expanding 
domestic production so affects the domestic tax base ultimately that the Govern 
ment can no longer support itself, let alone support the economies and heavy 
political overhead of other countries of the world which lean on it. 

For these reasons, we believe the above provisions should be stripped from 
the Customs Simplification Act of 1951, 

Respectfully submitted. 

Joun J. RiGGle, Assistant Secretary 


Carrer INsrrrure, Ine 
New York 1, N. Y., September 7, 1951 


Vemorandum re customs simplification bill H.R. 1535. 
I, STATEMENT 


(COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 

GENTLEMEN: This memorandum is submitted by the Carpet Institute, [ 
which represents 90 percent of the domestic manufacturers of carpets and rugs 
We are in favor of any action which would simplify technical procedures 

connection with the administration of the customs laws. However, we do | 
believe that any action should be taken which would directly or indirectly result 
n the equivalent of a reduction in present greatly reduced tariff rates of duties 
Your committee is, of course, familiar with the fact that there have been man) 
trade agreements negotiated with foreign countries under the Trade Agreeme! 
Act of June 12, 1934, as extended from time to time. The rates of duty pr 
scribed in the said act of 1930 on wool carpets and rugs have been reduced 


n 
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some cases as much as 60 percent and any action which might indirectly result 
n a further lowering of these duties would be harmful to our industry. The 
first 4 months of this year witnessed an increase of 69 percent in imports of 
machine-made rugs over the similar period of 1950, proving that the then existing 
duty of 30 percent was no barrier whatsoever to importations 


Il. COMMENTS ON PARTICULAR SECTIONS 


Section 2—Requirement of injury in dumping and countervailing duty cascs 

Section 2 (a) of the bill, i. e., H. R. 1535, purports to amend section 201 (a) 
of the Antidumping Act of 1921 by adding the italicized words below so that such 
section if amended as indicated will read as follows: 

“(a) Whenever the Secretary of the Treasury (hereinafter called the ‘Secre 
tury’), after such investigation as he deems necessary, finds that an industry 
n the United States is being or is likely to be materially injured, or is prevented 
or materially retarded from being established, by reason of the importation into 
the United States of a class or kind of foreign merchandise, and that merchandise 
of such class or kind is being sold or is likely to be sold in the United States or 
elsewhere at less than its fair value, then he shall make such finding public 
to the extent he deems necessary, together with a description of the class or 
kind of merchandise to which it applies in such detail as may be necessary for 
the guidance of the appraising officers.” [Italics ours. ] 

Our opinion is that the insertion of the word “materially” in line 5 of this 
section might prove to be serious to domestic manufacturers of carpets and 
rugs. We believe that the Antidumping Act of May 27, 1921 (19 U.S. C., 1946 
ed., secs. 160-171) has not proven to be of any real assistance to domestic 
manufacturers, even though action can be initiated by the Secretary of the 
Treasury if “* * * he finds that an industry * * * is being or is likely 
to be injured.” However, even such protection as we now have from the dump- 
ing of foreign merchandise would seem to be weakened by amending said sec 
tion 201 (a) of the Antidumping Act of 1921 by inserting the word “materially.” 
The official analysis of the Customs Simplification Act of 1950) (hereinafter 
ealled the analysis) which was issued with the introduction of TH. R. S304 in 
1950 (the present bill, H. R. 1535 being a copy of said H. R. S304) states. at 
page 4, with reference to said section 2 (a): “These are mere clarifications and 
will result in no change in the law as it has been administered since its en- 
actment.” Our opinion is that the proposed changes to said section 201 (a) 
are more than “mere clarifications’: they are changes which provide con 
siderable more latitude to administrative authorities and which may, in cer- 
tain cases, be used to further limit the protection given domestic manufacturers 

Furthermore, we believe that the word “such” and the words “as he deems 
necessary” should be deleted from the said section 201 (a) of the Antidumping 
\ct of 1921, and also from the proposed amendment to section 305 of the Tariff 
\ct of 19830 (p. 3, line 5, of H. R. 15385). We make this suggestion because we 
think that the power delegated to the Secretary of the Treasury should not 
be discretionary, but mandatory; in other words, if a complaint is brought to 
the attention of the Secretary by a domestic manufacturer that he is being or 
is likely to be injured by reason of the granting of a bounty by a foreign 
government, the Secretary should be required to make an investigation, pro 
vided, of course, that the domestic manufacturer presents a proper case in his 
petition. 


Section 13—Value 

Section 13 of H. R. 1535 proposes to amend section 402 of the Tariff Act of 
N80 by eliminating the basis of “foreign value.” However, it should be noted 
that while section 15 proposes to eliminate this basis, nevertheless, “foreign 

irket value” and the “cost of production provisions” are retained in sections 
205 and 206 of the Antidumping Act of 1921, 

We are particularly interested in this section because it eliminates “foreign 
alne” as one of the bases to be considered under section 402 of the said Tariff 
Act of 1980 by the customs appraisers when appraising the values of imported 
inerchandise subject to ad vaiorem rates of duty. Your committee undoubtedly 
knows that under said section 402 the said appraisers first have to determine 
whether there is a “foreign value” and/or an “export value.” If both values 
eXist in accordance with the definition set forth in said section 402, the ap 
praisers must take whichever of the two values is the higher. If there isn’t any 
reign valne, then they must determine if there is an export valne. It is our 


S74i4 ol 44 














682 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


opinion that the elimination of “foreign value” as one basis of consideration 
would net only create greater uncertainty as to the real price of a product bu: 
might also be used indirectly by foreign manufacturers interested in building 
up export markets. 

The domestic manufacturers now have a certain degree of protection whic! 
would be denied to them if said section 183 of H. R. 1535 is enacted into law nor 
only by the elimination of “foreign value” as one basis of consideration bu: 
also by the other definitions proposed by said section 13. The proposals in said 
section 13 appear to be particularly important to our industry because it is 
reasonable to assume that foreign manufacturers of wool carpets, rugs, and floo 
coverings might greatly increase their export trade and the values of such 
articles would have to be determined according to their export values, in thy 
absence of the foreign-value provision. Foreign manufacturers, for examp!: 
might set export values considerably below the actual value of the merchandise 
in order to gain an increased United States market. When the greatly reduced 
rates were applied to these fictitious export values it could produce a situatio 
distinctly unfair to American manufacturers. 

Section 13 of the bill also proposes new de‘initions for the other bases of value 
as now defined in said section 402 of the Tariff Act of 1930, as amended. The 
primary value to be considered for the purposes of the Tariff Act would be 
“export value” as redefined. Without discussing each definition of value, we 
wish to point out, however, that the term, “freely seld or offered for sal 
has been defined by the proposed amendment so that any restrictions impose 
by law on prices, such as price controls, shall not be construed to prevent the 
finding that goods are “freely sold or offered for sale’ (p. 22, lines 9 to 17, of 
H. R. 1585). Thus the existence of a governmental price control will not inter 
fere with the establishment of any of the values to be used under the Tariff Act 
if so amended. Also there is a definition of “purchasers at wholesale” (p. 22 
line 24, and p. 28, lines 1 to 7, of H. R. 1535), which will clarify the finding of 
values, eliminating the present requirement that goods be offered for sale “to 
all purchasers” which did not always mean “purchasers at wholesale.” Refine 
ments have also been made in the definition of “ordinary course of trade” and 
“usual wholesale quantities” which are supposed to lead to a more accurate 


value, or a value which more nearly approximates the actual value of the 


merchandise. 

We think it is important to call to the attention of the committee that 
section 18 is amended to provide for various de“nitions that many of the t 
sands of court decisions handed down over the past sixty-odd vears might be o 
little or no value interpreting said section 402 of the Tariff Act of 1930 «. 
amended by the proposed section 13. Furthermore, it is reasonable to assum 
that if section 13 becomes law there would be many cases brought thereunde: 
and new decisions rendered. Many years might elapse before such decisi 
could serve as precedents. 

3. Section 17—AMendment of entries and duties on undervraluation 

Section 487 of the Tariff Act of 1980 as proposed to be amended to read as 
follows: “The consignee or his agent may, under such regulations as the Se 
retary of the Treasury may prescribe, at the time entry is made, make in 
entry such additions to or deductions from the cost or value given in the inve 
as, in his opinion, may raise or lower the same to the value of such merchandis: 

Said section 17 would eliminate the right to amend valnes of merchand 
covered by an entry by increasing or decreasing the entered value of 
merchandise covered thereby at any time before final appraisement. Reading 
this amendment by itself seems to place a burden upon an importer, but in vir 
of the proposed amendments in such sections 489, 501, and 508 of the sa 
Tariff Act of 1980 as amended, importers may protect their interests with 
the necessity of amending their entries. 

Section 489 of the Tariff Act of 1930 is proposed to be amended so as to mm 
vide, among other things, that the special duty for undervaluation shall 1 
be assessed unless the importer “* * * shall have failed to furnish the 
praiser, before that officer has signed his report of value to the collector, 
information required by customs officers which is relevant to the value of 
merchandise and available to him at the time of entry or within a reasona! 
time thereafter, and all such information that is so available to the pers: 
if any, in whose behalf the entry was made * * *.” Thus, if the unde! 
valuation is in good faith, and the importer furnishes the information so requir 
there will be no need for an amendment of the entry, and the special duty 
undervaluation will not be assessed. Such additional or special duties =! 
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apply (as at present) only to such articles in each invoice as are advanced in 
value by the appraiser, and will not be imposed upon any other articles in the 
invoice. If there are other articles in the invoice which were entered at values 
higher than the final appraised values, the duties therein shall be assessed on 
the final appraised values, and not on the entered values. 

This is a radical departure from the present law. Said section 489 of the 
Tariff Act of 1950 as amended provided, in substance, that an importer must 
enter his goods at his peril, so to speak, in the matter of the values of articles 
subject to ad valorem rates of duty. In other words, the additional duties are 
assessed ipso facto, if the appraised values exceed the entered values. Such 
additional duties cannot be remitted “* * * nor payment thereof in any 
way voided * * *"” except in the case of a clerical error upon the finding 
of the Secretary of the Treasury “* * * or in any case upon the finding of 
the United States Customs Court, upon a petition filed * * * that the entry 
of the merchandise at 2 less value than that returned upon final appraisement 
was without any intention to defraud the revenue of the United States or to con- 
ceal or misrepresent the facts of the case or to deceive the appraiser as to the 
valine of the merchandise * * *,” 

The Customs Courts have decided many cases involving petitions for the 
abatement or refund of additional duties under the present section 489. In 

ost of such decisions importers have been able to prove that the enry of mer- 
chandise at values less than the appraised value was without intention to de 
fraud the Government or to deceive the appraiser. Therefore, such additional 
duties were ultimately refunded. However, the increased duties were retained 
by the Government. 

Our view is that the presnt section 489 undoubtedly acts as a deterrent to 
carelessness by an imporier when deciding upon the value at which merchandise 
subject to ad valorem rates of duty is to be entered, and should be retained. 

The proposal to amend section 503 of the Tariff Act of 1980 as amended, as 
found in subsection (d) of section 13 of said TH. R. 1535, in effect simply restates 
that the duty shall be paid on the bais of the final appraised values, and there- 
fore the entered values are not to be considered. 

Under the proposed bill a review of undervaluation cases may still be made 
by the Customs Court and the court may remit such duties if it finds that the 
undervaluation was made “without any culpable negligence” as well as with no 
intention to conceal or misrepresent the facts or to deceive the appraiser. It 
seems to us that this would relax somewhat the obligation of the importer 
and make it possible to more easily prove good intentions than the present exist- 
ing bill which provides that undervaluation must be “without any intention to 
defraud the revenue or to conceal or misrepresent the facts * * *.” 

Section 501 of the Tariff Act of 1950 is proposed to be amended by section 17 
«) of H. R. 1535 to read as follows: 

“The collector shall give written notice of appraisement to the consignee, his 
agent, or his attorney, if (1) the appraised value is higher than the entered 
value, or (2) a change in the classification of the merchandise results from 
the appraiser’s determination of value, or (3) in any case, if the consignee, his 

gent, or his attorney requests such notice in writing before appraisement, setting 
orth a substantial reason or reasons for requesting the notice.” The decision 
f the appraiser shall be final and conclusive upon all parties unless a written 
ippeal for a reappraisement is filed with or mailed to the United States Customs 
Court by the collector within sixty days after the date of the appraiser's report, 
rv filed by the consignee or his agent with the collector within thirty days after 
the date personal delivery or if mailed the date of mailing of written notice of 
ppraisement to the consignee, his agent, or his attorney. Every such appeal 
shall be transmitted with the entry and the accompanying papers by the col- 
lector to the United States Customs Court.” [Italies ours. ] 

The present section 501 of the Tariff Act of 1930 contains the following sen 
tence: “No such appeal filed by the consiznee or his agent shall be deemed valid 
unless he has complied with all the provisions of this chapter relating to the 
entry and appraisement of merchandise.” The proposed amendment does not 
contain this wording. The question is raised as to whether or not this is a Weak- 
ening of the section and is necessary in this simplification of procedure 

Section 17 (d) of H. R. 1535 preposes to amend section 503 of the Tariff Act 
of 1930 to read : 

‘(a) Except as provided in section 562 of this Act (relating to withdrawal 


from manipulating warehouse) and in subdivision (b) of this section, the basis 
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for the assessment of duties on imported merchandise subject to ad valoren 
rates of duty shall be the final appraised value.” | Italics ours.) 

“(b) For the purpose of determining the rate of duty to be assessed upon an) 
merchandise when the rate is based upon or regulated in any manner by the valry 
of the merchandise, the final appraised value shall (except as provided in sectioy 
U2 of this Act) be taken to be the value of the merchandise.” 

Note that subsection (b) of the present section 508 is proposed to be elimi 
nated, and subsection (c¢) thereof is designated as subsection (b), as abov: 
set forth. 

The result of this amendment, if adopted, would be that in cases where a: 
importer enters goods at a value higher than that at which it is finally appraised 
the final appraised value shall be taken to be the value of the goods, and thy 
importer is not penalized in any way for entering them at a higher value: and 
furthermore the difference between the higher duty paid and the duty ultimately 
assessed will be refunded to him upon final liquidation of the entry. We fee! 
that said section 5083 should not be amended as proposed by said section 17 (d) 
of H. R. 1535. 

Section 20-—Conversion of currency 

Section 20 (a) of H. R. 1535 proposes to amend section 522 of the Tariff Act 
of 1930 by bringing the methods of converting foreign currencies for customs 
purposes in line with the Articles of Agreement of the International Monetary 
Fund. At present the primary basis for currency conversion is the value o 
foreign gold coin as published quarterly by the Secretary of the Treasury, The 
amendment proposed provides instead for the current publication by the Secre 
tary of the Treasury, of a list of the par values of foreign currencies which ar 
intintained pursuant to the Articles of Acreement of the International Monetary 
Fund, or pursuant to any other international agreement entered into by the 
United States. All currency conversion must, if possible, be based upon the par 
valne so determined. 

Under the present law (sec. 522) if the par value of a currency as estab 
lished by its gold content should vary by 5 percent or more from the value 
measured by the buying rate in New York at noon on the day of exportation of 
the merchandise involved, then such buying rate is to be taken as the basis for 
conversion. The proposed amendment provides that in case there be no par 
value as determined by the International Monetary Fund or by Other inter 
national agreement, then the value to be used for converting is the buying rat 
of the foreign currency in New York at noon on the date of exportation. 

Under the present practice, where the gold standard has largely disappeared 
the par value based npon gold content is net used, but in place thereof, the cur 
rent buying rate in New York is usually employed in converting currency. Based 
on the record we question the efficacy at the present time of the determinations 
of par values set by the International Monetary Fund. The rates which ha 
heen set thereunder have been the rates which the countries involved have 
themselves, and it seems that such rates would be thereby arbitrary, and woulld 
not reflect a true and accurate value. A far more accurate or actual value would 
appear to be attainable by using the buying rate at New York, as is done at thy 
present time, and therefore we can see no reason for departing from the prese: 
section 522 of the Tariff Act of 1980 as amended. 

Moreover, in case no rate has been set by the International Monetary Fur 
then the rate to be used, in accordance with the proposed amendment, is th: 
buying rate at New York at noon on the date of exportation of the merchandis: 
involved, the same basis as is now being used when the rate based upon gold 
content cannot be employed. It seems that in a great many cases, therefor: 
the buying rate at New York would be used under the amendment, just as tha 
rate is now being used under the present section 522. This amendinent, ther 
tore, does not seem to be justified. 

The proposed amendment also provides for the application of a rate 
exchange where the Federal Reserve bank certifies that more than one rat 
of exchange exists for the merchandise in question. At the present time snc! 
a situation is amply covered by the procedure followed since the decision 
Barr v. United States (324 U. S. 838, 6) S. Ct. 522 (1945)). That case he 
that where there exists both an “official” rate and a “free” rate of exchange f 

sritish pounds, the rate to be used in converting to United States dollars shou 
be the rate applicable to the merchandise in question, i. e., the rate at whi 
the importer obtained the pounds used in his purchase of the merchandise, Sine 
the importer, in that case, purchased pounds at the “free” rate of $3.475155 th 


b. 
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court held that such rate should be used instead of the “official” rate of $4.035. 
Customs officials since that decision have been governed accordingly, and the 
rates used how appear to be as realistic as it is possible to achieve. Mr. Justice 
Douglas, in writing the majority opinion of the Supreme Court in Barr v. Unitea 
States, supra, said in part: 

“This history (of sec. 522) makes clear the search which has been made for 
a measure of the true dollar values of imported merchandise for customs pur- 
poses which was accurate * * * and at the same time administratively 
feasible and efficient. The formula finally selected is dependent on the actual 
value of the foreign currency in our own money. The rate for the foreign ex- 
change with which the imported goods are purchased is recognized as the 
measure of value of the foreign currency; the use of that rate reflects values 
in United States currency which are deemed sufliciently accurate to serve as 
the measure of the valuation of the goods for the purposes of the ad valorem 
tax. 

“We would depart from that scheme if we were to read No. 522 (¢) as saying 
that on a given date only one buying rate for a specified foreign currency could 
be certified by the Federal Reserve Bank of New York or proclaimed by the 
Secretary of the Treasury” (324 U.S. 89, $0). 

s * o * * ~ * 


“We assume that the ‘oflicial’ rate was the all inclusive rate and could have 
been used in payment of exported goods of all kinds. But No. 522 (¢) means to 
us that that buying rate is to be used which is in fact applicable to the particular 
transaction. To leok to other transactions for the buying rate is to make a 
valuation of a Wholly hypothetical import not a valuation of the actual one before 
the collector of customs * * . The language of No. 522 (¢) read against the 
background of these statutes indicates to us that Congress undertook to provide 
in each case the rate which gives the closest approximation to the value in dollars 
of the imported merchandise” (324 U.S. 91, 92). 

To sum up our position, the tying of conversion rates to the International 
Monetary Fund is a marked departure from present practice which has been 
built up over many years, and which is familiar to all persons engaged in foreign 
trade. The current practice of converting foreign currency is effective, and ap 
proaches the problem in a realistic manner. The case of Barr vy. United States, 
supra, establishes a guide in the case of multiple rates of exchange which can 
be followed, and is being followed, with satisfaction. Any chauge in conversion 
methods at this time would seem to lead to confusion and would not give domestic 
manufacturers any more definite criteria to be followed in determining such 
conversion. In addition, it might lessen the protection which domestic manu 
facturers now receive, even under the present low rates of duty. We strongly 
urge, therefore, that section 20 (a) of H.R. 1555 not be enacted into law 


Ill, CONCLUSION 


As stated, we are heartily in favor of any action which will further simplify 
the administration of customs procedures. However, because the rates of duties 
on carpets and rugs have been reduced in some cases as much as 60 percent from 
those rates in the Tariff Act of 1930 and because imports have shown remarkable 
increases in spite of existing tariff duties. we are concerned that such simplifica 
tion of administrative procedures be purely that and not provide an indirect 
route for circumventing in any way existing tariff duties. We urge that these 
points be given consideration in connection with the proposed bill. 

Respectfully submitted. 

Carvet INstTrruTe, INc., 
Merritt A. Warson, President. 





STATEMENT OF KENNETH W. MArriINeER, PRESIDENT OF FRANCIS W:iLLEY & Co., 
Division of Winstow Bros. & Smiru Co., Berorr House Ways Anp MEANS 
COMMITTEE IN RELATION TO THE CUSTOMS SIMPLIFICATION Brut H. R. 1535 

RECOMMENDATION TO AMEND SECTION 3053 OF THE TARIFF ACT OF 1930 
Our company is a manufacturer of wool top which, although a partial manu- 

facture, is a recognized commercial item bought and sold in volume. In 1950, 

two-thirds of all the wool consumed in the United States was first made into top. 

Frequently, the Treasury announces that, during the preceding year, wool was 

the largest single source of customs revenue. 
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For the last year the multiple exchange rates in Uruguay and Argentina have 
had an unfortunate impact on the top market because of the preferential exchance 
rate afforded the exporters of top from those countries to the United States. 

In November 1950, the National Association of Wool Manufacturers brought 
this matter to the attention of the Treasury Department and suggested tho: 
this multiple exchange system resulted in a “grant or a bounty” to the foreig: 
top maker within the meaning of section 303 of the Tariff Act of 1930, genera!\y 
referred to as the countervailing duty section. 

It was the intent of Congress when the Tariff Act of 1930 was passed to pro 
tect American industry from foreign competition, thereby maintaining the highe: 
standard of living in this country. 

Having made the decision to protect American industry, as specified by the 
current tariff regulations, I feel Congress should see that the objective of the 
law is carried out by the administration. 

1950, wool consumed on woolen system, 141.9 million pounds. Top consumed 
on worsted system, 287 million pounds. 

Our tariff regulations are a joke today in the eyes of some foreign countri: 
as all they have to do is offset the effect of the tariff by giving the exporter 
preferential exchange rate. For example: 

An article made in a foreign country costing 50 pesos is exported to United 
States of America and at a rate of exchange of 5 pesos per United States 
dollar the article will cost the United States importer $10 United States 
Congress then puts a 10 percent tariff on this article to protect United States 
manufacturers of this article, making the imported article cost $11. 

To offset this tariff, the foreign country then gives the exporters of this 
article a special export exchange rate of 51. pesos (5 plus 10 percent) with 
the following result: 

mM pesos 

HO -5L S010 
SOO) 
S10.01 


Foreign country cost 

Cost to United States importers__-_ 

United States tariff, 10 percent _—__- ——— 
Duty-paid cost United States of America____- 


The above example shows that the objective of the tariff regulations, namely 
to protect American industry and standard of living, has been completely «i 
feated and this is pust what is going on right now in both Argentina and Uruguay 

The Argentine «:port exchange rate on wool is 5 pesos per United States doll: 
whereas the rate on wool tops is 74% pesos per United States dollar. 

The following examples show the comparative effect of the preferential expo 
exchange (7.5 pesos) given exports of wool tops from Argentina in relation 1 
the rate of exchange given exports of wool (5 pesos) : 

1. If wool tops had the same export exchange rate as wool, namely 5 pesos 
per United States dollar, the following calculation shows the cost’ of th: 
tops, duty-paid United States of America : 
Assume top cost in Argentina, 10 pesos per pound : Per pow 

Cost in United States of America in bond at 5 pesos per $1 $2.00 
United States tariff 6'4 per cent ad valorem______-_--_____-. 2 
Plus specific duty 


Total duty-paid cost___._--~~- aiicaite 
2. Actual duty-paid cost’ of Argentine wool tops under present spe: 


rate of 7.5 pesos per United States dollar: 

Top cost in Argentina, 10 pesos per pound : Per po 
Cost in United States of America in bond at 7144 pesos per $1____ $1 
United States tariff 6'4 percent ad valorem___- ai 
Plus specific duty : y 


ims 


pe 1. 6Si5 


* Exclusive of freight, financing, and insurance costs. 


The above examples show that the Argentine Government has not only offset 
our tariff on wool tops but has gone far beyond this protection by giving tl 
exporter the equivalent of a subsidy of 67 cents per pound which more than offse' 
our tariff of 40°, cents (12.5 cents + 27.75) to the extent of 26.75 cents per pound 

The State Department, when confronted with this kind of a situation, have it 
the past said in effect that for diplomatic and foreign-relation reasons nothine 








SIMPLIFICATION OF CUSTOMS ADMINISTRATION 687 


can be done to offset this back-door method being used by some foreign countries 
to circumvent our tariff. 

Again I make the plea to Congress that this is not a fair answer to American 
industry. 

The point I would like to make is, once Congress decides to protect American 
industries by tariff regulations, the objective of this protection must be main- 
tained and leaks through exchange manipulations must be stopped, otherwise we 
might just as well forget the tariff. 

The tendency of our administration and Congress during the past few years 
has been frighteningly proforeign interests as against domestic interests and I 
respectfully want to say that I feel the time has come when Congress must pay 
more attention to our own home problems and give more consideration to tax- 
payers and the welfare of this wonderful country, and cut down on the favors we 
are recklessly extending to foreign countries. 

In conclusion, I respectfuily recommend that section 302 of the Tariff Act of 
1930 be strengthened in the manner recommended by the National Association 
of Wool Manufacturers. 

Respectfully submitted 

KenNeTH U. MARRINER. 


STATEMENT OF THE NATIONAL ASSOCIATION OF Woon MANUFACTURERS LEPORE TH} 
House COMMITTEE ON WAYS AND MEANS, SEPTEMBER 133, 1951, Re H. R. 1535, 
THE CUSTOMS SIMPLIFICATION BILL 


The National Association of Wool Manufacturers has an abiding interest in 
the matter of United States tariff legislation and particular interests in the 
current so-called customs-simplifieation bill, H. R. 1535. 

Its executive committee has directed this office to oppose the amendment of 
section 303 of the Tariff Act of 1930 as contemplated in the bill before you and 
to offer alternate amendments which are, in our opinion, more likely to effectu 
ate the purpose of Congress, acting in the public interest, as reflected in the 
current language of the law 

Section 308 of the Tariff Act of 1930 clearly sets forth the intent of the Con 
cress to have the Secretary of the Treasury take remedial action through the 
imposition of countervailing duties in any case where dutiable imports reach 
our shores bearing the benefit of a bounty or grant, directly or indirectly be 
stowed abroad. This policy, necessary to avoid having congressional policy de- 
cisions negated by the action of foreign interests over which it has no control, 
goes back at least to 1915 at which time there was a gold-standard system for 
the settlement of international obligations and the common method of bestow 
ing bounties and grants usually took the form of direct subsidies or tax refunds 

More recently a more subtle and more pernicious method of subsidizing ex- 
ports to this country has sprung into vogue. It is achieved through the main 
tenance of multiple exchange rates. The Court of Customs and Patent Appeals 
had no difficulty in arriving at the conclusion that an exporter can be as ef 
fectively aided through favorable exchange rates as through a direct money 
erant or a tax rebate. The leading case’ on the subject is F. W. Wooliworth 
Company Vv. The U.S. Here there were two types of German marks, one type 
of which was sold outside the country at a discount but when spent within 
Germany it cireulated at par with the other type. The facts are somewhat 
omplieated, but the important result is that the court concluded that a grant 
or bounty was bestowed indirectly by means of currency exchange rates and 
sustained the countervailing duty which had been imposed under section 303. 

Important to our interest in the above case is the additional fact that it 
demonstrates a recognition by the Secretary of the Treasury that a bounty or 
crant can result through differences in currency rates. 

Subsidy cases, more obvious than the Woolworth case above, obtain today, but 
our efforts to move the Secretary of the Treasury to what appears clearly to 
us to be appropriate action under section 303 have been unavailing 

\rgentina and Uruguay maintain a rate of exchange for the export of manu 
factures of wool which is more favorable to the exporter than the rate obtain- 
ine for the export of wool itself. Using Argentina as an example, an exporter 
of wool top is paid 7144 pesos by the Government for every dollar he receives 
for his top exports; while the exporter of wool, the raw material for top, 
eceives only 5 pesos per dollar. 
anes, al 

*115 Fed. (2d) 348 (1940). 
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Thus it will be seen that the foreign manufacturer of the top receives 
bounty from his government, through this dual rate of exchange, in the magnitu:!> 
of 50 percent of the value of his raw material. But that is not all. An additions 
competitive advantage accrues on the importation of such top through the cir 
cumvention of the normal application of the existing ad valorem tariff rat 
Using values of convenience rather than of reality, the following will serve () 
illustrate this point: 

Wool exported under an exchange rate of 5 pesos to the dollar, with an Amer 
ican Value of S2 per pound, would result in the exporter receiving 10 pesos. 

As wool top may roughly be valued at 125 percent of the raw-material value 
the exporter would expect to sell such top at $2.50 per pound and, at 5 pesos to 
the dollar, receive 1214 pesos. However, with the existence of this subsidy rat, 
of 714 pesos to the dollar he can afford to cut his top price to $1.67 with this 
bounty of S83 cents and still receive his 1214 pesos, 

As unfair as such subsidized competition may be on American industry, 
us eXamine its effect on United States tariff revenue and, what is more important 
on our tariff structure as determined by the Congress. The existing duty on wo: 
tops is in two parts: A specific rate of 27% -cents per pound, designed to protect 
the wool-crowing industry : and, an ad valorem rate of 64 percent of the foreig: 
value which is intended to protect jobs in American industry by equalizing | 
differences in labor costs here and abroad. As has been pointed out above 
American value of the top should be $2.50 and, at G4, percent, assessed 152 
cents duty. However, when sold as a level which still yields the exporter 12 
pesos, $1.67 per pound, this ad valorem duty is cut to 10% cents, a reduction 
514 cents or approximately a third of what Congress or the State Department 
in its tariff-cutting pursuits, intended without so much as a “by-your-leave, sir.” 

In November of 1950 we broucht this matter to the attention of the Treasur) 
Department and suggested that this multiple exchange system resulted in 
“grant or bounty” to the foreign top maker within the meaning of Section 305 
Countervailing Duties. 

The Commissioner of Customs, after considering the association's conte: 
tion, concluded (letter of December 14, 1950) that multiple exchange rates 
such as those in Argentina and Uruguay, did not result in a bounty or grant 
in the “usual sense of the term.” Upon reconsideration he affirmed this view 
(Letter of January 30, 1951, Schedule A.) 

From the foregoing it appears clear to us that what is required for section $05 
is Clarification rather than an obfuscation masquerading as simplification 
represented by the proposal in H. R. 1535 now before you. The proposed 
amendment in section 2 of this bill would incorporate the same futile yardstick 
that encumbers the so-called escape clause in various trade agreements. Wit! 
out getting into a discussion on trade agreements, it can be said that indus! 
for the most part, has always regarded such an escape clanse as meaninuless 
and of no value because of the impossibility of invoking it. It offers no o 
terion for antomatie or specific measurement but, on the contrary, encompasses 
many intangible, vague, and variable factors leading to diverse opinions 
to cause and effect and conflicting judgments as to ultimate results. Such 
amendment would, for all practical purposes, repeal and abrogate the counte: 
vailing-duty section and serve notice to the world that our tariff rates ar 
meaningless and can be circumvented through currency manipulation. 

Because we believe the tariff policy of the United States should be and mus! 
remain the prerogative and responsibility of the Congress of the United States 
we urge the rejection of the proposal contained in section 2 of H. R. 1535. 

Further, and without prejudice to our contention that the existing section 305 
of the Tariff Act of 1930 means what we believe it says, we urge favorall 
consideration of the following: 

In first sentence of section 305, after the word “indirectly” delete comma and 
add “through multiple official rates of its exchange in terms of the United 
States dollar or otherwise.” 

After word “estimated” in the next to last sentence change period to comma 
and “Provided, however, That where such bounty or grant is achieved throug! 
multiple official rates of a foreign exchange in terms of the United States dolls 
then the Secretary shall determine the net amount of such bounty or grant 
on the basis of the export exchange rate yielding the smallest number of foreicn 
currency units per United States dollar to the exporter.” 
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And, finally, to correct what would be an inherent fault in section 13 of 
HL. R. 1535 if passed in its present form respecting the assessment of ad valorem 
duties in cases where countervailing duties would be levied, we respectfully 
urge: 

Amend Section 13 (H. R. 1535) amending Section 402, Tariff Act of 1930, so 
paragraph (b) would read: 

(b) Export Value.—The export value of imported merchandise under ap- 
praisement shall be determined as of the time of its exportation to the United 
States and shall be— 

(1) the market value or the price at which such or similar merchandise 
was freely sold or offered for sale, in the usual wholesale quantities and in 
the ordinary course of trade, for exportation to the United States; or 

(2) in the case of merchandise subject to a countervailing duty levied in 
accordance with section 308 the sum of (1) above plus the amount of said 
countervailing duty; and 

(3) plus, if not included in (1) or (2) above, the cost of all containers 
and coverings of whatever nature and all other charges and expenses inci- 
dental to placing the merchandise in condition, packed ready for shipment 
to the United States. 

Should paragraph (e) survive, it would need to be amended by adding a new 
(3) and changing present (5) to (4). New (3) to read: 

(3) Countervailing duty, if any, levied under section 303: and 

We appreciate this opportunity to present our views before the committee 
and are grateful for the realization that they will receive your careful con- 
sideration. 

SCHEDULE A 
NOVEMBER 22, 1950. 
Memorandum to Eugene O’Dunne, Jr. 

The following are the money exchange rates on export shipments of wool 
and woll manufactures from Argentina and Uruguay, effective August 30, 1950, 
for Argentina and October 6, 1949, for Uruguay. 


Argentina Uruguay 
Pesos per Pesos per 
United States | United States 
dollar dollar 
Grease wool 5.0 1. 419 
Seoured wool. > 178 
Wool top > 9 35 
Wool noils. .- 7 
Yarn 7 
Cloth... 7.5 2. 35 


This granting of more pesos per dollar for processed wool than for grease or 
scoured wool results in varying degrees of subsidization for the processing of 
wool. Prior to August 30, 1950, the Argentine rate on grease and scoured wool 
was 4.8521 pesos to the dollar as against 5.7286 pesos on other items, a preference 
of approximately 18.5 percent. The present rate of 7.5 pesos per dollar for 
wool processed to top or subsequent stages as against 5 pesos per dollar for 
grease or scoured wool makes the amount of this preference or subsidy 50 per- 
cent. 

In Uruguay the present percentage of preference or subsidy on tops amounts 
to 54 percent as against grease wool and 32 percent as against scoured wool. We 
do not have the Uruguayan exchange rates in effect prior to October 6, 1949, and 
therefore do not know what the amount of preference was before that date. It 
might be helpful to get these prior exchange rates. 

As an example of the effect of this subsidy we will take a holder of Argentina 
wool which would bring $1,000 if sold in the United States. Such a sale would 
give the seller 5,000 pesos at the stipulated rate of exchange. Suppose he proce- 
esses the wool into top and noils at a cost amounting to 20 percent of the value 
of the wool or 1,000 pesos. Presumably, after processing into top, he could get 
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20 percent more in the United States, or $1,200. But this $1,200 is not «, 
verted at the rate of 5 pesos to the dollar but at the rate of 7.5 pesos. He receives, 
therefore, 1,200 times 7.5, or 9,000 pesos. This is 4,000 pesos more than |y 
would have received from a sale of the grease wool to a United States purchase: 
despite the fact that he has spent only 1,000 pesos in processing. Of the ext; 
3,000 pesos, 2.500 is in effect a bounty on the raw material and 500 a bounty oy 
labor employed in conversion, both indirectly paid by the Argentine Gove: 
ment through its export controls and its manipulation of exchange rates. 

A quick reading of section 308 of the Tariff Act as amended would suggest tha! 
this was the payment of a bounty or grant on the export of an article dutialh) 
under the provisions of the act and that such payment placed an obligation 
the Secretary of the Treasury to assess and collect a countervailing duty equa! 
to the amount of the bounty. 

We would appreciate it if you would make some discreet inquiries about | 
attitude of the Treasury on this matter. 

A. B 


TREASURY DePARTMENT, 
BUREAU OF CUSTOMS, 
Washington, December 14, 1950 
Mr. EvGene O' DUNNE, Jr., 
Washington, D.C. 

Ste: Reference is made to the memorandum dated November 22, 1950, ad 
dressed to you by the National Association of Wool Manufacturers, which 
memorandum you filed with this office with the request that an appropriate reply 
thereto be addressed to you, relative to the possible imposition of countervailing 
duties on wool tops imported into this country from Argentina and Uruguay 

It is apparent that the basis for the association's belief that the export of 
wool tops from Argentina and Uruguay is subsidized rests in the fact that 
Argentina and Uruguay make use of different exchange rates for different classes 
or kinds of commodities. 

As you are aware the statute under which countervailing duties may be 
imposed in section 303 of the Tariff Act of 1980, which provides for such duties 
on imports which are aided by bounties or grants upon the manufacture, pro 
duction, or export. It is apparent that the use of multiple exchange rates such 
as Argentina and Uruguay have does not result in a bounty or grant in the 
usual sense of the term. Quite a number of countries maintain systems of 
multiple exchange rates of the types here involved and this Department he 
lieves that the Congress, in enacting section 303 did not wish to embark o1 


a 
widespread policing of the exchange practices of foreign countries. In looking 
into the Argentine and Uruguay cases with regard to the multiple exchange rate 
systems and comparing the various exchange rates involved, it was concluded 
by the Treasury that the systems in their application to the export of woo! 


tops do not give rise to “a bounty or grant” within the meaning of section 
of the Tariff Act of 1930. 

For your information, concise statements of the Argentine and Uruguayan 
exchange rate systems will be found on pages 105 and 146, respectively, of the 
publication International Financial Statistics for November 1950, prepared by 
the International Monetary Fund. 

FRANK Dow, 
Commissioner of Customs 


New YorkK, December 22, 195 
Mr. Frank Dow, 
Commissioner of Customs, Treasury Department, 
Washington, D. C. 

Str: Reference is directed to your letter of December 14 addressed to 
Washington representative, Mr. Eugene O’Dunne, Jr., concerning his inquiry «|! 
our behalf concerning the subsidies granted to manufacturers of certain wo 
products by the governments of Argentina and Uruguay by means of sy» 
exchange rates. 

We must respectfully take exception to your statement that “it is appa! 
thet the use of inultiple exchange rates such as Argentina and Uruguay 
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does not result in a bounty or grant in the usual sense of the term.” Would you 
be so good as to define what you mean by the “usual sense” and indicate exactly 
how this practice falls outside the definition. 

Webster defines “subsidy” in part as follows: 

“1. Any gift made by way of financial aid. 

“Sb A government grant to assist a private enterprise deemed advantageous 
to the public; a subvention.” 

Certainly the granting of an additional number of pesos for United States 
dollars received by an exporter of top from Argentina or Uruguay is a “bounty 
or grant” designed as an aid to the exporter in his effort to undersell United 
States producers of like products. 

The effect of such a bounty or grant is necessarily to completely offset the 
tariff imposed under the law for the express purpose of protecting the United 
States manufacturer who has a much higher processing cost than his counter- 
part in South America. 

It is our feeling that the Bureau of Customs has.a definite responsibility under 
section 303 of the act which can scarcely be discharged by a “conclusion” that 
the language of the Tariff Act of 1930 imparted special meanings to commonly 
used words. 

It may be that under present conditions this matter will not be of prime 
importance, but if the application of these multiple exchange rates to payments 
made for exports from South America of manufactured wool products results 
in a continued growth in such exports we shall endeavor to see what remedies, 
legal or otherwise, nay be available to competing manufacturers in the United 
States. 

Sincerely yours, 
ARTHUR Besse. 


TREASURY DEPARTMENT, 
SUREAU OF CUSTOMS, 
Washington, January 30, 1951. 
Mr. Arruur Besse, 
President, National Association of Wool Manufacturers, 
386 Fourth Avenue, New York, N.Y. 

Dear Mr. Besse: Reference is made to your letter of December 22, 1950, in 
which you make various suggestions regarding our decision relating to the 
applicability of section 308 of the Tariff Act to certain wool products imported 
from Argentina and Uruguay under the multiple exchange rates in use in those 
countries, 

The decision contained in my letter of December 14, 1950, was based on all 
available information pertaining to the conditions surrounding the export of 
the wool products in question from the indicated countries. It was our view 
when this decision was communicated to vou and it continues to be our view 
that the multiple exchange rates applicable to the wool products exported from 
Argentina and Uruguay do not give rise to a bounty or grant within the mean- 
ing of section 303 of the Tariff Act of 1950. 

Very truly yours, 
Frank Dow, 
Commissioner of Customs. 





STATEMENT IN OPPOSITION OF SECTION 24 (Dp) oF H. R. 1535 on BeEnALr or CERTAIN 
MANUFACTURERS OF DOMESTIC CORDIALS AND LIQUEURS 


This statement in opposition to section 24 (d) of H. R. 1535 (the Customs 
Simplification Act of 1951) is submitted by 15 producers of American cordials and 
liqueurs whose names appear below. We are representative of a small segment 
of the distilled-spirits industry. In 1950 the total output of American cordials 
and liqueurs represented about 2.7 percent of the output of domestic distilled 
spirits. We are not associated with the larger members of the industry, the 
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distillers. We are small companies competing for a small and highly specialize: 
part of the distilled-spirits market. 

We are opposed to section 24 (d) of H. R. 1535 because it is, in effect, a dis 
criminatory tax measure favoring the foreign producer. It has nothing to «: 
with customs simplification. 


SECTION 24 (D) AND (BE) 


Under the present law the internal-revenue tax and the duty on cordials is 
assessed on a proof-gallon basis when the product is withdrawn from bond 
at 100 proof or more, but on a wine-gallon basis when it is withdrawn below 10) 
proof. Section 24 (d) of the proposed bill would change the method of com 
puting both the internal-revenue tax and the duty. Under the proposed bill the) 
would be assessed on a proof-gallon basis regardless of the proof at which with 
drawn from bond. Section 24 (e) would extend the small rectification tax now 
applicable to the American product to include the imported product. 


HOW THE FOREIGN MANUFACTURER BENEFITS 


The spirits used in the manufacture of American cordials are withdrawn fro: 
internal-revenue bonded warehouses at over 100° proof and the tax is assessed 
on a proof-gallon basis. The imported cordial is usually withdrawn from cus 
tom bond at below 100° proof and therefore the duty and internal-revenue (ax 
is assessed on a wine-gallon basis. 

Because cordials are bottled at low proof, the proposed bill would cause a 
greater reduction in the tax and duty on imported cordials than on any other 
type of distilled spirits. While cordials are imported at as low as 46° proof, th: 
average is about 60° proof. Assuming this average, section 24 (d) of the bi! 
would reduce the internal-revenue tax and duty on the foreign product by $10.0s 
per case. Section 24 (e) would add a rectification tax amounting to 43 cents 
but the net saving to the foreign producer under both sections would total $9.65 
per case. This reduction in tax would benefit only the foreign manufacturer and 
would have a most damaging effect on the sale of American-made products in 
this, our only market. 

TARIFF PROTECTION ELIMINATED 


Nationally known American cordials are relative newcomers in the Unite: 
States market. Before prohibition American cordials existed but their distribu 
tion was generally limited to the locality in which they were produced.  Sinc 
repeal, however, great efforts by many American firms in advertising and pr 
motion are resulting in our brands becoming nationally recognized. 

We compete with the foreign manufacturers whose products have gained wide 
acceptance and have been known throughout the world for generations, and 
in some cases for centuries. The word imported on the label of a cordial sti! 
carries great weight with the consumer in this country. The actual value of the 
magic of a foreign label is impossible to calculate, but in our industry it is a most 
important advantage. It has been a slow and difficult job to convince consumers 
that the American product is equal or superior to the foreign product whic! 
has been so long established. Great strides have been made in recent years, bu! 
the American cordial industry still requires substantial protection in order ( 
grow and develop. 

The Tariff Act of 1930 provided for a duty of 85 a gallon on imported cordi:!s, 
which, upon the repeal of prohibition, allowed sufficient protection for the ci 
velopment of our product. The duty since that time has been steadily reduce 
through our participation in reciprocal trade agreements. It is now fixed a! 
$1.25 per gallon, which is the minimum permitted under the Trade Agreements 
Act. The proposed bill would effect a reduction in tax on the imported cordia 
equal to more than 300 percent of the present duty. The measure is a subterfuge 
designed to circumvent the minimum duty now allowed by law under the Trade 
Agreements Act. 


SMALL BUSINESS SUFFERS MOS'™ 


The loss of revenue from the sale of cordials under the proposed bill would 
not be important because the quantity of cordials sold in this country is su 
Nevertheless, the advantage given the foreign producer of cordials is far great: 
than of any other type of distilled spirits. 
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Conversely, the competitive disadvantage to the manufacturer of American 
cordials is far more serious than to the distiller of whisky and other domestic 
spirits. The small companies in this industry, therefore, who depend primarily 
upon the sale of cordials for their existence would suffer the gravest damage 
by the adoption of the bill. 


DISCRIMINATION AGAINST AMERICAN MANUFACTURERS 


At the present time the Senate Finance Committee has under study your com- 
mittee’s recommendation to increase the tax on domestic distilled spirits from 
$9 a gallon to $10.50 a gallon, on increase of 16.6 percent. If your committee's 
recommendation for a tax increase is accepted, H. R. 1535 would then reduce 
the tax and duty on imported cordials by $4.52 a gallon. How could such an in- 
justice to American manufacturers be reconciled 7 


SUMMARY 


We believe that section 24 (d) and (e) are tax measures and should be con- 
sidered as such. They should not be disguised as a proposal to simplify customs 
procedures. Section 24 (d) provides a hiddent tax reduction that would benefit 
only the foreign producer. It results in circumventing the minimum duty pro- 
vision of the Trade Agreements Act. It provides for a 40 percent reduction in 
tax on the average imported cordial at the same time that a 16.6 percent in- 
crease is being considered on American products. 


CONCLUSION 


We respectfully urge that section 24 (d) be eliminated from the bill and 

not recommended favorably by your committee. 
Respectfully submitted by : 

Thomas MeMaster, president, Arrow Liqueurs Corp., 3539 Concord 

Avenue, Detroit 7, Mich., on behalf of the following companies: 

D. J. Bielzoff Products Co., 400 North Rush Street, Chicago, Ll. : 

Greenbros, Inc., 2001 Gilbert Avenue, Cincinnati, Ohio; Charles 

Jacquin et Cie, Inc., Trenton Avenue, Philadelphia, Pa.; Leroux 

& Co., Inc., 1220 Spring Garden Street, Philadelphia, ’'a.; Mar 

Salle Chicago Co. 847-63 North Larrabee Street, Chicago, LIL. ; 

Mohawk Liqueur Corp., 710 Monroe Street, Detroit, Mich.; Para- 

mount Distillers, Inc., 3116 Berea Road, Cleveland, Ohio: Ed. 

Phillips & Sons Co., 500 Stinson Boulevard, Minneapolis, Minn. ; 

Popper Morson Co., 38-52 Essex Street, Jersey City, N. J.; United 

Brands, 42 Watson Street, Detroit, Mich.; M. S. Walker, Ine., 

35 Wareham Street, Boston, Mass.; Southern Comfort Corp., 
2121 Olive Street, St. Louis, Mo. 





STATEMENT OF Max M. TreIscH, CHAIRMAN NONFERROUS IMPORT-Export SurcOM- 
MITTEE, NATIONAL ASSOCIATION OF WASTE MATERIAL DEALERS, INC., ON CUSTOMS 
SIMPLIFICATION AcT oF 1951-—H. R. 1535 


The National Association of Waste Material Dealers, Ine., is the largest and 
oldest trade association representing waste material dealers in the United States. 
It was founded 39 years ago and has component divisions representing eight 
major categories of waste materials handled by the more than 900 firms that 
comprise its membership. Members are located throughout the United States. 

The two divisions representing the nonferrous metals, the metal dealers divi- 
sion and the secondary metals institute, represent in volume and gross tonnages 
the largest segment of this $4 billion industry. Because of the domestic short- 
ages of a majority of the essential nonferrous metals, the importation of these 
commodities is vital to America. 

Due to existing regulations and interpretations which affect the import of 
nonferrous metals, the subcommittee representing these commodities on the 
import-export committee of the National Association of Waste Material Dealers, 
Ine., would like to point out that certain of the existing customs laws and regu- 
lations have obstructed and curtailed import trade, insofar as the nonferrous 
scrap metal industry is concerned. 
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Because other groups have probably testified regarding the general and ove: 
all provisions of the proposed Customs Simplification Aet (CH. R. 1585) the no 
ferrous metals subcommittee of the import-export committee of the Nations 
Association of Waste Material Dealers, Inc., will address itself only to thos 
changes that shon'd be made in the existing laws to facilitate the greater flow 
of these essential nonferrous materials into the United States. 

Some of the simplifications which we respectfully request for consideratic 
follow : 

Classification.—Paragraph 1559 of the Tariff Act of 1930, provides for th 
classification of imported articles not enumerated, and specifies that each and 
every article not named in the tariff, which is similar either in material, quality 
texture or the use to which it may be applied, to any article enumerated in th 
tariff shall be subject to the rate of duty imposed on the enumerated article i: 
most resembles in any of the attributes mentioned. 

Due to the fact that many secondary materials are not specifi-ally provided 
for in the Tariff Act of 1930, because of the continuous new metallurgical «i 
velopments, it would appear that it would be relatively simple to classify new 
metals or alloys by relating them to the basic metals from which the alloys wer 
made. However, this has not been the case. 

Customs officials have been citing paragraph 2, TD 50799, January 11, 1943, as 
their authority for including certain of the newer metals or alloys for customs 
rate purposes under paragraph 5 of the Tariff Act of 1930, and subjecting the: 
to a tariff rate of 25 percent ad valorem. 

A specific example of this inconsistency follows: 

Virgin nickel, which is about 55 cents per pound, is subject to 14 cents per 
pound duty when imported. The current price on scrap nickel is about 40 cents 
per pound, with the duty being about 10 cents per pound. 

This is discriminatory and has discouraged nickel scrap importation into 
the United States. The same situation exists in other metals. 

We suggest that paragraph 1559 be amended specifically to state that its 
method takes precedence and it places the rate of duty applicable to the enu 
merated article to which it is most closely related according to commercial prac 
tices of the trade for which it is intended. 

Definitions —The various paragraphs concerning nonferrous metals (374 
aluminum; 381, brass; 389, nickel; 392, lead) (including babbitt metals) ; 304 
zine; 1658, copper, ete.) list different duty rates for scrap metals and for thei: 
end products, including ingots. The latter are defined in the trade as meeti: 
aecepted scientific standards to permit their manufacture into end products 
Because of its very nature, scrap is a bulky commodity and to expedite handlin: 
us well as to use less shipping space, it is often melted into crude ingot 
slab form. These cannot be used except for further refining, as any oth 
scrap metal, yet they are sometimes assessed the same duty as if they wer 
commercially acceptable virgin ingot. It is suggested, therefore, that the defi 
nitions of ingot, for tarff duty purposes, be that they are only those which meet 
specific technical standards, and do not include those crude ingots that «ars 
melted down only for convenience in shipping. 

lbue to a lack of a clear definition of ingot, scrap metals shipments which 
have been melted down for convenience in shipping have on some occasions 
in the past heen subjected to higher rates. A clarification of definition of what 
constitutes an ingot, insofar as duty purposes are concerned, will help eliminat: 
confusion that has prevailed. 

Commingled merchandise.—Section 18 of H. R. 1585 concerns commingled 
merchandise, i. e., where merchandise dutiable at one rate is so packed together 
or mingled with merchandise dutiable at another rate or with merchandise 
which is free of duty that the quantity of each class cannot be determined. ‘Th: 
present law is inflexible, and subjects the whole shipment to the highest rate o! 
duty if the importer does not segregate the merchandise, under customs supe! 
vision, within 10 days. The proposed change would extend the period to 2 
days, and provides exceptions where it is clear that part of the shipment subject 
to duty is commercially negligible; is not capable of segregation without exces 
sive cost; will not be segregated prior to its use in a manufacturing process 0) 
otherwise; and that the commingling was not done to avoid payment of prop 
customs duties. In all such cases, the lower rate of duty (including a free rat: 
of duty) would apply. 

We believe that the 20-day period proposed for segregation should exe!ude 
Saturdays, Sundays, and holidays. 
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CONCLUSION 


In conclusion, the members of the National Association of Waste Material 
Dealers, Inc., nonferrous subcommittee of the import-export committee urge 
passage of a Customs Simplification Act of 1951 by the Congress at the present 
session. If circumstances prohibit such action, it is hoped that H. R. 1535 will 
be adopted, with such changes us may appear desirable, in a subsequent session. 

We are aware of the fact that individual interpretations are necessary as differ- 
ent situations arise in individual business transactions. Yet it is our considered 
opinion that if the suggestion contained in this statement are incorporated in 
a revision of rules, then some of the important factors which have impeded the 
flow of essential nonferrous metals into the United States will have been elimi 
nated. It is our belief that the barriers which cause a greater percentage of 
the differences will be eliminated if classification, definition, and commingling 
are clearly defined, insofar as the nonferrous scrap metals field is concerned. 

In addition to the benefits that will be derived by American importers if 
simplification procedures are adopted, it is believed that a corollary benefit will 
be that it will dramatize our Nation's advocacy of simplifying customs practices 
between the trading nations of the world. The fact that Congress is contemplat- 
ing the customs simplification bill has already been noted by some of the foreign 
concerns with which some of our member firms have dealings. It can be as- 
sumed that this advantage will manifest itself in multiple fashion in the many 
fields which a measure as broad as this one covers. 


STATEMENT OF RichHiArp Levi, CHAIRMAN, IMportT-ExportT COMMITTEE OF THE 
TEXTILE Fisres PROCESSORS INSTITUTE OF THE NATIONAL ASSOCIATION OF WASTE 
MATERIAL DEALERS, INc., ON CUSTOMS SIMPLIFICATION AcT oF 1951-——-H. R. 1535 


The National Association of Waste Material Dealers, Inc., is the largest trade 
association in its field and represents dealers in practically all types of secondary 
materials throughout the United States. The organization was founded in 1913 

One of the competent divisions of this association is the Textile Fibres Proc- 
essors Institute, which includes firms that reclaim textile tibers for further 
processing into yarns or materials from which fabrics are woven or produced. 
These firms process all fibers: wool, cotton, and synthetic. It is estimated that 
the members of the Textile Fibres Processors Institute process approximately 
40 percent of the fibers regenerated in the United States, 

Because of domestic shortages of wood, rayon, and nylon fibers, the entire 
garmenting industry must of necessity utilize sizable imported raw stocks to 

aintain its production schedules. These importations, because of their varied 
nature, are from throughout the world. 

Existing customs regulations and interpretations have on many occasions 
obstructed and curtailed import trade, insofar as the garmeting industry is 
concerned, 

The Textile Fibres Processors Institute import-export committee will con- 
fine its observations to the specific provisions of the proposed customs simpli- 
fication bill (H.R. 15385) which affect this segment of American industry, 

Some of the problems which have confronted the industry and which we 
respectfully request the Committee on Ways and Means to consider, as well 
aus some observations regarding the manner in which these may be solved, follow : 

Change in classification._At the present time there is no uniform pattern 

hen customs officials complete their classification if imported textile wastes 
Experience has shown that although the tests made to determine classifications 
on the merchandise are completed within a relatively short time, this informa- 
tien and/or any changes therein frequently are not passed on to the importer 

many months. Thus even if the material were still in the possession 
the importer it is impossible under present regulations to return it to cus 
toms control due to the 30-day limitation imposed by existing regulations. Gen 
erally, due to the long period of intervening time, the material has already 
heen consumed and, therefore, there is no possible way that the importer may 
ke issue with the customs officials or their testing procedures. 
It is believed this practice can be eliminated by limiting to a specific time 
period for customs officials to change classifications, preferably to 30 days 
hich is consistent with trade practices for raw stock consumption. It is 
riher suggested that the period to return merchandise to customs control, 
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in event of a change in classification by the customs officials, should be extende: 
to a period 10 days longer than the period allowed customs officials to make 
their changes in classification. This would eliminate the present inconsiste.; 
time limit which sets no time for officials to announce their classifications, or 
changes, but gives importers only a 30-day period to return merchandise to cus 
tom control, regardless of any and all other factors. As the rules now exist. « 
change announced after the 30-day period during which an importer is permitted 
by law to return merchandise to customs control, is a unilateral action because 
the rules in themselves prohibit the importer from availing himself of this finding. 

Commingling.—Present customs regulations provide the duty on comming!) 
merchandise shall be assessed on the commodity taking the highest rate of 
duty, regardless of what proportion it may be to the entire shipment. In waste 
this is unrealistic since waste, a byproduct, is produced in commingled state and 
is impossible to segregate. In addition, this commingled state reduces the valve 
of all commodities included in the mixture. It is suggested that an equitable 
basis for correcting this situation would be to assess the duty on the commodity 
present in greatest percentage by weight, provided that the value of the com 
ming!ed merchandise is not greater than the value of that single commod ty 
present in greatest percentage. This would be consistent with the belief tha: 
the final duty determination should be based on the commodity which exists in 
greatest proportion, and would assure no exceptions that might circumyen: 
the spirit of this recommendation. 

Definitions.—VParagraph 1302 and subsequent changes of the tariff provide that 
waste of rayons or other synthetic textiles, except waste wholly or in chief valine 
of cellulose acetate, be subject to a 5-percent duty ad valorem whereas waste 
wholly or in chief value of cellulose acetate is assessed a duty of 25 cents per 
pound according to par. 51 (a) (1). The trade has found that difficulties are 
experienced with customs offcials when the percentage of cellulose acetate in 
a mixture is high, and especially when other fibers besides viscose rayon and 
cellulose acetate are contained in a single mixture. 

Importation of waste materials presents an entirely different problem than the 
importation of virgin fibers. Waste is a byproduct involuntarily produced. lk 
cause of this condition, if waste is produced by a plant utilizing several different 
fibers, the resultant waste is in a mixed state for which no known economica 
method of separation has been discovered. Waste of this character therefor 
has a considerabel lower value; however, when classified as commingled me: 
chandise it presently has a duty based on the value of the highest single 
contained therein, which is an unrealistic consideration since it in no way re 
tlects values of waste as herein described. 

Present values of cellulose acetate and viscose rayon are comparable and | 
longer reflect differences which orginally were responsible for separate treat 
ment in the customs. It is suggested that this should be brought up to date 
Two of the methods in which this can be done, on basis of practices that ar 
followed by the trade, would be either to classify cellulose acetate waste why 
unmixed or when mixed with viscose rayon, on the same value basis, namely © 
percent ad valorem, or to create a single classification covering all forms o! 
synthetic textile waste on the same dutiable basis as is now in force for viscose 
rayon. This would be consistent with present prices of these virgin materials 
in the domestic market which approximate each other. 

Paragraph 1101 provides that the duty on wool shall be assessed on a clean 
basis, whereas paragraph 1105, covering importation of wool waste, contains » 
such provision. As a result wool waste having a lower intrinsic value is being 
assessed on an as-is basis, which includes the greasy weight quality omitted i 
determining duty on virgin wool. This is dischimination that works against th 
importation of wool wastes. It it suggested that a consistent basis be establishe: 
and wool waste be assessed on a clean basis similar to wool. 


CONCLUSION 


The import-export committee of the Textile Fibres Processors Institute of th 
National Association of Waste Material Dealers, Inc., urges enactment of [lh 
Customs Simplification Act of 1951, by the current Congress, or, if circumst:! 
should prevent such action, at the next session of the legislative body. 

It is our conviction that the flow of essential materials needed by this Nat 
will greatly increase in volume if a clear-cut and definitive set of rules existed 
to permit a free flow of such commerce. We believe the proposals incorporated 
by H. R. 1535, as well as the suggestions encompassed in these recommendatio 
would result in greater international trade. 
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The recommendations suggested for consideration would help supply the 
United States with vitally needed supplies and would encourage other countric 
modify their customs rules and regulations to engage in similar business uc 


tivity with this Nation 


STATEMENT ON BEHALF OF THE AMERICAN CoTTroN MANUFACTURERS INSTITUTE, 
BEFORE THE Housk WAYS AND Mr&ANS COMMITTEE, BY WILLIAM A. L. SIBLey, 


CHAIRMAN OF THE L&GISLATIVE COMMITTEE, ON H. R. 1535 


The American Cotton Manufacturers Institute, which includes within its 
membership 55 percent of the spindles operated by the cotton textile industry of 
the United States, has a protound interest in all legislation affecting the int 
national trade of the United States. The industry’s products are an important 

rt of the American export trade. In like manner its products must thstand 
continuing and sharp competition in the home market from imported textiles 
originating in many countries of lower labor costs and living standar It has 
the responsibility of protecting a capital investment in excess of S2 billion, a 
volume of empiovment itt exces of S00.000, a volume of American cotton Gon 
sumption in excess of 10 million bales per year 

Our interest in TL R. 1535 is related primarily to sections 2, 13, and 14 

Section 2 would take it necessary to prove “material” damuace to domest 
nterests betore the usua sufeguards could be invoked against the dumping 
operations of other countries, or against subsidy supported imports. As written, 

e section trankly disavows that any principle is involved in the act of dumping 

r se, would cease to recgurd it as an artificial and reprehensible practice, and 
would impose no penalty until the inevitable damage was done. By the time 
such damage could be proved and corrective action taken, the relief might be too 

e, and the “material” injury might be bankruptcy 

ection 13, which is tied closely to section 14, is described by the Treasury as 


most important section of the bill. it goes tar beyond the needs of simplitica 


The Treasury proponents not only admit, they emphasize that the res 
; nee 


the methods of appraisements and the redeiining of the criteria are actuated 
by the provisions of GATT. To us it is clear from their testimony before 


the colmmittee that they desired to build up a history of | lative intent wh 
wou'd imply congressional approval of GATT, ail other devices for such appri 
having failed. 
This is particularly apparent in the proposed elimination of American 
price as one of the bases of appraisement. The present customs ceedur 
ontused by this basis of appraisement, nor would any efliciency be add 
removal. It would, however, repudiate two or three lessons of bitter ‘ 
d invite the certain deterioration of one of the country’s most vital industric 
he commodities now valued on American selling price we) ! | 
or very exceptional and urgent reasons 
consequence there has been built up in America 
eh is our most strategic industry for national 
and its processes permeate all other industry. 
minction activit in America which is not heavi 
il industries either directly or indirectly, 
of the most impor unt of these dependent indust1 
It depends exclusively upon the chemical industry for those 
in the finishing, dveing, printing, and coating of fabrics, 
of auxiliary chemical treatments relating to such purpos 
ew proofing, wrinkle resisting, and heat insulation. 
It is estimated that the aunual piv of estilfs alone used by the 
cotton textile industry approxinia \ Puntilion, virtualiv ; 
produced by the Americon chemical industry. The cotton textile ind 
Wish this supply of vital material put in jeopardy by what presun 
iplification act containing the whimsical netion th MIP prov 
be desizned by the great GATT 
ec Try the ‘I usury that those commodities 1 Valued or 
g price would not lose thei esent protection 
it would find its equiv: the provisions 
View section Lt woul 
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Accordingly it would be a departure from a long-established simplified statu 
inte an indefinite term of confusion and complication—all for the purpose 6 
coming out finally with the same net result. 

Qn the surface this is the sum and substance of what it all purports to lx 
Below the surface, there could be the thought that rates are more easily dea! 
with than values, particularily when they are newly elevated. The appearanc 
would be that of increased protection which would be the same thing as an en 
larged target. It is both needless and unfair to create this deceptive situation 

Section 14, if tained at all, should be amended to include American selling 
price as a basic of appraisement as provided for in the present law. If it 
conmnot be so amended, it should be wholly eliminated, 

With the retention of American selling price by amendment or removal of 
section 13, section 14 should be eliminaied. From the standpoint of cusion 
administration, section 14 contains less to commend it than any other section 0! 
the bill: yet at the same time it is probably the most offensive section of t¢! 
hill from the point of view of honesty and forthrightness. 


Revisep Prorosats ror LIBERALIZING TAkirvrr LAWS ror WorRKS or ART AND OTH 
EXuUBITION MATERTAL 


Prepared by American Association of Museums Committee on Customs, Doroth 
H. Dudley, registrar, Museum of Modern Art, New York, chairman: Lillian M 
Kern, registrar, Cleveland Museum of Art, Cleveland, Ohio: Robert P. Suede: 
veneral services manager, Metropolitan Museum of Art, New York 


Attached are changes proposed by the American Association of Museum con 
mittee on customs for the purpose of removing obstacles to the free entry of 
works of art into the United States and to facilitate the use of articles imported 
under exhibition bond. Paragraphs 1.07, 1808, 1811, 1720, and 1812 of the ‘Tar 
Act of 1930 are affected by these proposals as well as articles 10.40 tb) and (« 
of the United States Customs Regulations of 1943. 
Tarif paragraph 1807 
This paragraph provides for the free entry of works of art. The inteut’on 
levisiators in enact ne this law was undoubtedly to encourage the fine a 
nilowing museums, dealers, artists, and private collectors to import f 
lnty all anthentic works of art. Towever, because of Treasury decisions wh 
ke certain modern works of art dutiable and becanse certain materials 
rtists are not specifically listed in the paragraph, the apparent inter 
‘laws is no longer followed. For instance. inodern sculpture is denied 
if it does not represent a “natural object” and works of art with app 
‘iats or objeets such as are used on “collages” are denied free ent 
they are made of materiais not listed in the paragraph or because mats 
which has been * manufactured” may bave been used by the artists. Lithou 
whi bh form an important part of many museum print collections, are also der 
free entry becanse they are not listed in the paragraj}-h. 

Although the paragraph as written seems broad enough to allow any sen!) 
free entry if it is an authentic work of art and has no utilitarian porpes 
mistolis evaminers are required to follow a Treasury decision of 1916 | 
Sone) which defnes sculpture as “initations of natural objects . 

t r true proportions of length, breadth, and thickness ° * Jude 
decision of 1928 ¢T. D. 48068) which allowed the Dird in Space by Brancus 
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their ex: proportions, ollowing is an excerpt from Judge Waite’s de 
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exponents attempt to portray abstract ideas rather than te imitate nat 

btect Whether or not we are in syuipathy with these newer ideas an 

he which represent them, we think the facts of their existence and 

f upon the art world as recognized by the courts must be consider 

do not always represent natural forms, it is recon 
be amended by inserting the words “in any materi 
vn’ oso that all sculpture will be admitted free of duty. 
free entry of sculpture is also restricted to “sculpture er statuary 
eluding net more than two replicas or reproductions of the same.” Frequ 
a! casts are made from the sculptors original model although the nu 


seve! 
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of casts is limited by the sculptor. 
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Since all casts 
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are of equal importance as 


works of art and are frequently imported by more than three museums, private 
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For proposed changes in tariff paragraph 1809 and article 10.49 (b) and (c) 
of the United States Customs Regulations, see pages 8 and 9. 


Tariff paragraph 1811 

The Secretary of the Treasury has designated 10 ports of entry for antique 
furniture. Since many paintings which are allowed free entry under either 
paragraph S07 or ISI1 are enclosed in antique frames, it is recommended 
that the tariff regulations be amended to allow the frames as well as the paint 
ings clearance through customs in any port of entry and examination on the 
premises of educational institutions in or near any port of entry. 

For proposed changes see page 10. 


Tariff paragraph 1720 

This paragraph provides for the free entry of “models of inventions and of 
other improvements in the arts, to be used exclusively as models and incapab 
of any other use.” Apparently the words “incapable of any other use” mak: 
it impossible to obtain free entry for models for exhibitions of architecture, 
inventions, etc. It is recommended that this paragraph be amended to pert 
use of such models in educational and cultural exhibitions. 

For proposed changes in tariff paragraph 1720, see page 11. 


Tariff paragraph 1812 

Under this paragraph only Gobelin tapestries used as wal! hangings are fre« 
It is recommended that this paragraph be amended to allow free entry fo: 
modern tapestries designed by artists and made exclusively for use as wa 
hangings. 

For proposed changes in tariff paragraph 1812, see page 12. 


Tariff Aet of 1930 

Changes proposed by the American Association of Museums Committee on 
Customs are italicized, 

“PARAGRAPH 1IS07. Original paintings in oil, mineral, water, or other colors, 
pastels, original drawings and sketches in pen, ink, pencil, or water colors, 0) 
eriginal works of art in any other media including applied paper and othe 
materials, manufactured or otherivise, such as are used on collages, artists’ 
proof etchings unbound, and engravings and woodeuts unbound, lithographs or 
prints made by other hand transfer processes, unbound, original sculptures or 
statuary :* the term “original” shall be understood to include any casting mad: 
from works erccuted by the sculptor whether such works are models in plaste 
clay or other materials, or whether enlarged or reduced in size in relation to 
the basic model, and the “edition” of any particular sculpture shall not be limited 
as to number of castings provided all castings are made from the artists mode! 
(iphether enlarged or reduced) or whether or not the artist is alive at the tim: 
the casting of the edition is completed; but the terms “sculpture” and “statuary 
as used in this paragraph shall be understood to include professional productions 
of sculptors only, whether in round or in relief, in bronze, marble, stone, terra 
cotta, ivory, wood, or metal, or other materials, or whether cut, carved, co) 
structed, or otherwise wrought by hand from the solid block or mass of marbl 
stone, or alabaster, or from metal, or other material, or cast in bronze or othe 
metal or substance, or from wax or plaster, made in any material or in any form 
as the professional productions of seulptors only; and the words “painting, 
“drawing,” “sketch,” “sculpture,” and “statuary” as used in this paragraph sha 
not be understood to include any articles of utility” nor such as are made wholl) 
or in part by stenciling or any other mechanical process; and the words “etc! 
ing,” “engravings,” and “woodcuts,” lithographs or prints made by other hand 
transfer processes as used in this paragraph shall be understood to include on 
such as are printed by hand from plates, stones or blocks etched, drawn « 
engraved with hand tools and not such as are printed from plates or blocks 
etched or engraved by photochemical or other mechanical processes (T. | 
{5027 “Roy 
Tariff Act of 1930 

Changes proposed by Customs Simplification Act of 1950 are indicated 
quotes, Changes proposed by the American Association of Museums Commi 
on Customs are italicized. 


7” 4 


'The word “ineluding not more than two replicas or reproductions of the same” 
been deleted by the Committee on Customs, 
>The words “or for industrial use” have been deleted by the Committee on Cust 
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“PARAGRAPH 1800. Works of art, collections in il 
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he free of duty under paragraph ISO), ‘Tariff Act of 130, 
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Form 7565." (T. Dos. 30164, 58082, 42917, 48600.) 
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require the production of the original of any « 
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(c) Articles entered under paragraph 1809 of the ta 
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] 


U. 8. C. 1201, 1624 


lestroyed under customs supervision 

ability under the bond shall be treated 
Stat. 6S4, sec. G24, 46 Stat. TH; 19 

‘9722 (2).) 

Variff Act of 1930 
Changes proposed by 
stoms are italicized 
“PARARGAPH ISI1. Works of art (except rugs 

ear 1700), collections in illustration of the progress of the 
onze, Marble, terra cotta, parian, potter) porcelain, artistic 

ind objects of art or ornamental character o ducational value 
have been produced prior to the year 1850, bu » free importat 
biects shall be subject to such 1 ul ‘ 


etary of the Treasury may prescribe. Violins, 
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de atter 1] 
arts, works 


rc iqpuitie 


options a le 
e vear LSOO or prior year 


~ it fixed place” have beet deleted hy the Co 
word “institution” has been deleted by the Committe 
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“Entry ports for antique furniture designated by the Secretary of the Treasur 
Paltimere, Mad. Los Anceles, Calif. Philadelphia, Pa 
Boston, Mass. New Orleans, La. San Francisco, Calif. 
Chicago, Il New York, N. Y. Seattle, Wash. 
Honolulu, Hawaii 

(See T. D. 44165, 44240, 44241) 


; 


furniture claimed to be free of duty under paragraph 1811 Cereept anti 
frames on original iworks of antique or modern art), nor shall such furnit 
be examined and appraised elsewhere than at a port of entry for antique furn 
ture: but such furniture may he entered at any port for immediate transport 
tien in bond to a port of entry for antique furniture and antique frames ¢ 


original works of antique or modern art mau be j dat anu port of ¢ 


“Nore.— Entry for consumption or warehouse shall net be accepted for 
“)s 


or eramined on the promises of trporting cducational tnstitutions in or ne 
any port of entry’.” 
Tari tet of JOL0 

Changes proposed by the American Association of Museur Committe 
Customs are italicized 

“PARAGRAPH L720. Models of inventions and of other improvements 
to be used exclusively as models and incapable of any other use excep! as 
mau be used in education, cultural or ofher noncommercial crhibitions.’ 
Tariff ier of 1220 

Changes proposed by the American Association of Museums Committee on 
Customs are italicized, 

“PARAGRAPH 1812. Gobelin tapestries used as wall hangings and other tapest 
piade from the original designs of artists provided they are made for use 


sively as wall hanging.” 


INTERNATIONAL CHAMBER OF COMMERCE, COMMISSION ON FORMAT 
TIES IN INTERNATIONAL TRADE, INTERNATIONAL TRADE AND 
GOVERMENTAL REGULATIONS 


Resolutions adopted by the commission, at its meeting on March 16, 1951, and 
approved and adopted by the Council and the Congress of the Internation 
Chamber of Commerce June 1951 at Lisbon, Portugal 


INTRODUCTION 


The views and recommendations of the International Chamber of Comm 
on the simplification and standardization of administrative formalities 
reculations connected with international trade and transport have a! 
heen stated in some detail in the International Chamber of Commerce's 
and T40 reports. The first, entitled “Barriers to the International Trans} 
of Goods” (brochure 121) dealt primarily with frontier formalities, whereas 
second, “Invi le Barriers to Trade and Travel” (brochure 130), cove 
wider field although including the earlier recommendations in a revised 
condensed form 

Since the publication of these reports, the ICC is glad to note that the pri 
has been receiving increasing attention in government circles throngche 
world. The ICC’s recommendations have been the subject of investigation 
discussion by governments uoder the auspices of the Economie and Secial © 

of the United Nations. The contracting parties to the General Agres 
on Tariffs and Trade have issued Standard Practices for the Administrat 
Import and Expert Restrietions and Exchange Controls. In the field 
transport, governments are gradually putting into effect the Standar 
Recommended Practices for the Facilitation of International Air Tr 
annexed to the Chiengo Convention on International Civil Aviation. Imi. 
work is being done by the Eeonomice Commission for Europe of the Unit 
tions in the direction of simplifying frontier formalities for internatior 
Way and road transport. The European Customs Union study group of Br 

actively promoting simpl fication and standardization of customs 
member countries, particularly in the fleld of customs n 
on, and the detinition of weights and tares. 
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incidence of the duty and increasing the protection already afforded by 
to domestic industries. 

Laws and reculations relating to valuation should have no other aim 
to supply the customs officials, and indirectly the trader, with a sii 
rule-of-thumb method of ascertaining the real value of a given batch 
merchandise and of applying to it the rate of duty fixed by law. 

(4) With that end in view, whenever a commercial invoice 
by the importer or his agent and whatever the system of valuation in for 
ry consideration should be given by the customs authorities, in de 
value of the goods to the price shown on that inv 
‘ate undervaluation or fraud or wi 


is prod 


primi 
mining the dutiable 
unless there is presumption of delibe: 
the relationship between buyer and seller is such that there is reas 
believe that the price shown on the invoice is substantially lower than 
price normally preeticed between independent sellers and buyers” In 
latter the method of assessment adopted should simply aim at e- 
the fair wholesale priee, under cormpetitive conditions, of the 
soods imported, if necessary by reference (o the price of similar im 
goods and should net result in penalizing the importer or giving him 
favorable treatment than his competitors. The mere existence of a sy 
relationship between buyer and seller should not be taken as prima 
evidence of dumping. 

(¢) The reguiations should state clearly and fully the charges to | 
eluded in or excluded from the dutiable value and adequate publicity si. 
be given to these regulations, 

(¢) As provided in article VII, seetion 5 of the General Agreement o 
Tariffs and Trade, internal duties or taxes levied on goods for domes 
consumption in the country of export or origin and from which the expo 
product is exempted should be excluded from the dutiable value. 

The International Chamber of Commerce suggests that the contracting 
o GATT shonid consider the possibility of issuing a set of recommendation 
this kind under article VIL of the general agreement. 


International standardization 
As regards international standardization, the International 
merce welcomes the initiative taken by the European Customs Thien study ¢g 
of Lrussels in drawing up an international deUnition of “value” for « 
This definition has b en incorporated in an international cons 


Chamber of ¢ 


purposes, 
so far signed by seven countries of the group. 

After a careful study of this proposed international definition in the | 
its own recommendations based on the requirements of trade, the Interna 
Chamber of Commerce feels bound, however, to draw attention to certain 
shortcomings in the text as it stands at present. 

First, no international definition of value can be satisfactory 
unless it explicitly states that the actual commercial invoice price is 
the basic value on which the goods are assessed for customs purposes 
should be only two exceptions to that rule: (a) If there is reasonalhl 
for suspicion of fraud or dumping and (b) if there is a special relat 
between buyer and seller substantisliy affecting the price of the goods 
to the comments made below on article II. This condition is unfortun: 
fullfilled by the Brussels definition, which simply recommends in the int: 
notes the acceptance by the customs authorities of the actual yu 
vable as being the value of the zools. Moreover, the reference in 
the price which the coods would fetch “at the time when duty tv 

niveable” wonld in most cases make the definition incompatible with 
ceptance of the actual invoice price. 

Secondly, the definition makes it an invariable rule that the dutia 
should be the value of the goods in the place of importation. This would 1% 
in a serious increase in the incidence of ad valorem duties in all countrie 
the duties have so far been levied on the value in the country of export 
would be avoided if the International Chamber of Commerce's pro} 

lopt the invoice price were accepted. In any case, an international 
of lue should give the signatory countries the option of adopting 
fo. b. value or the e. i. f. value. 

Thirdly, the Brussels definition includes costs of packing in the dut 
unless the packing is dutiable separately. This would also increase 


to the 


t that the buver is the acent. exclusive agent. or concession 
leprive them of their quality of independent buyer and seller 
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dence of the duties in many countries and would result in the anomaly of 
charging different rates of duty for the same type of packing according to the 
nature of the contents. The definition should therefore be corrected to include 
in the dutiable value only the cost of such packing, coverings, and receptacles 
as form part of the salable value of the goods and are not discarded afte: 
mportation, 

\rticle Il of the Brussels definition attempts to define what is meant by “a 
sale in the open market between buyer and seller independent of eaclh other 
fhis definition needs revision to make it quite clear that the association of ; 
buyer and seller should only be taken into account if such an association affects 

e price of the goods. This is not clear as the definition stands. If the rela 

between buyer and seller are to be taken into account by the customs 
uthorities, it is essential that they be defined most clearly and that the 
should not be left to the interpretation of the customs officials. In 1 
International Chamber of Commerce has already pointed out above, the 

re fact that the buyer is the agent, exclusive agent, or concessionary of t! 
wiler should not deprive them of their quality of independent buyer and seller 

he precise meaning of article IIL dealing with patents and registered trade 
marks is not clear to the International Chamber of Commerce If, however, it 
enus that the customs value would invariably be increased by some percentage 

never the goods were patented or carried trade-marks, this would obviously 
unacceptable to the trading community. There is no reason to believe that 
price charged for patented or marked goods in a commercial invoice is not 
e proper commercial price of the goods, 
In view of these shortcomings, the International Chamber of Commerce regrets 
hat the international definition of vaine, drawn up by the Brussels Study Group, 
is already been incorporated in an international convention, signed by a large 
unber of European countries, without prier consultation of the trading com 
munity. The International Chamber of Commerce therefore recommends that 
the definition be revised in collaboration with representatives of trade and in 
try before its application by the signatory governments and in any case as 
ipidly as possible in accordance with the revision clauses contained in the 
nuvention. 

The International Chamber of Commerce suggests that the contracting parties 

GATT might usefully investigate the possibility of drawing up a standard 
definition for world-wide application on the basis of the Brussels definition re 

lin accordance with the comments set out above. 


Il, NATIONALITY OF MANUFACTURED GOODS 


rhe International Chamber of Commerce renews the recommendation it made 
: Quebec Congress report on “invisible barriers to trade and travel” that all 
governments adopt the following definition based in part upon the work done in 
s connection by the Economic Committee of the League of Nations in 1931: 
‘For the application of treaty duties, intermediate duties, minimum duties and 
her duties dependent upon the nationality of the imported product as well as in 
e case of tariff quotas, import and export quotas and exchange control, the 
try of origin of manufactured products shall be: 
When all the manufacturing processes have taken place in the same coun- 
y, the country in which such products have been manufactured ; 
“When the manufacturing processes have taken place in more than one 
‘country, the country in which the last manufacturing process has taken 
place, provided that the process is economically justified and important. An 
mportant manufacturing process shall be one which effects a substantial 
tnge in the nature of the product.” 
The adoption of this definition of nationality should be accompanied by a deci 
Sion to apply the following two principles to the “provenance” of goods: 
|. The route followed by the goods in the course of transit from the country 
‘origin to the country of destination shall in no way affect the nationality of 
ese goods. This principle shall also apply to any manipulation or hahdling of 


! nia tran ‘ li v which Goes not go far enough to ontier a new 
on the wou s Te pula nor handling shall ine!ude unload 


Z { reloading, unpacking and repacking, and cleaning, whether these opera 


are carried out under customs supervision, in free ports, or in free circu 


roods shall not be excluded from differential treatment due to them on 
of their nationality on the ground that they have been shipped to the 
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importing country from or via a third country the like products of which hav; 
no claim upon such differential treatment.” 

The International Chamber of Commerce suggests that these recommendations 
concerning the nationality and “provenance” of goods might usefully be tak: 
up by the contracting parties to the General Agreement on Tariffs and Track 


Ill, DOCUMENTARY REQUIREMENTS 


The diversity and complexity of laws and regulations governing internation 
trade are reflected in the multiplicity of documents the trader, forwarding ager 
and carrier are required to fill in for the authorities. These documentary rr 
quirements are often unnecessary and simply discourage the growth of inte: 
national trade by imposing additional expense and a mass of clerical work 
the firms concerned. They are a source of constant complaint in industrial an 
trading circles, so much so that most of the 12 recommendations issued by thy 
International Chamber of Commerce in 1f47 were concerned with document 

In response to a request of the Secretary-General of the United Nations 
number of governments have sent in their comments on the International Ch 
ber of Commerce’s 1947 recommendations. The International Chamber of © 
merce has now reviewed these recommendations in the light of the comment 
received and has reached the following conclusions : 

1. Reduction in the number of documents 

The International Chamber of Commerce continnes to believe that the fol 
lowing documents should suilice to meet governmental requirements and 
needs of trade and transport : 

(a) Transport document (bill of lading, consignment note): 

(hy) Commercial invoice or combined standard invoice and certificate of 
origin, accompanied where necessary by a packing list: 

(c) Manifest, in the ense of sea or air transport. 

It should be clearly understood that in listing these three decuments t! 
International Chamber of Commerce is exclusively concerned with commer 
and transport documents and does not mean to imply that documents such 
customs entry or declaration forms or import licenses can be dispensed w 

There is nothing impractical about the International Chamber of Comm 
recommendation. The system it proposes is one that has been in force for m 
vears in some of the great trading nations of the world, to the satisfactio 
both the government authorities and trading interests concerned. 

In advance of the time when it may be possible to achieve international st 
ardization of commercial invoices, which remains an important objective 
the International Chamber of Commerce, the International Chamber of ¢ 
merce urges: 

(a) That, where consular invoices, certificates of origin and comm 
invoices ure at present required as separate documents, the governmen 
the importing countries should devise a single combined invoice form to 
the place of these three documents ; 

(1) That, where such a combined standard invoice form already exists 
should invariably be treated as a substitute for and not as an add 
to the other documents. 

Tt is essential that the number of copies of each document required by 
authorities should be kept down to a strict minimum and that as far as p 
the necessary forms should be supplied to the trader free of charge. 

The question of consular invoices and visas is dealt with in detail in a 
arate statement below. 


2, Abolition of transit manifest 
The International Chamber of Commerce strongly reaffirms its recomn 
tion that transit manifests should not be required. Such a document ca 
possibly serve any useful purpose except in the case of dangerous fools 
goods connected with national defense. Where necessary, it should be sutli 
for a copy of the ordinary manifest, as made out in the original language, to 

handed to the authorities of the transit country. 

Statistical forms 

The original recommendation of the International Chamber of Comme 
statistical forms was misinterpreted in certain countries as signifying t 
International Chamber of Commerce was opposed to the collection of stat 
information by governments. <All that the International Chamber of Cor 
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urges is that where such information is required, it should as far as possi 


ble be 
aken from the customs and other documents 


normally submitted by the ex- 
porter or importer for customs purposes and that in noe case should the exporter 
be required to fill in statistical forms for the government of the importing 
country or the importer statistical information relating to the country of export 
The government of the exporting country sh 


mid get its data from the exporte 
and the government of the iniporting country 


from the importer, 
. 2 aviff Classification of goods 


rhe International Chamber of Commerce reaffirms its recommendation that 
it should never be obligatory for the exporter or shipper to classify | 


Cl SS1li rs Loomis 
ccording to the customs tariff of the country of import. Such classification 
should be done by the itmporter in the country of destination, sul 


pDiect Of course teh 
review by the customs authorities. 


Weights and measures 


The International Chamber of Commerce again recommends the simplifien 
tion of present regulations concerning weights and measures in documents re 
uired by the customs autiorities All such weights should, preferably, be 
weording to the metric systen 


Indications of ralur 


¢ International Chamber of Commerce jis still of the opinion that, as urged 


should not in principle be compelled to indica 
for the goods other than the price appearing in his contract it 
this presupposes a thorough revision of exist 


MMT, the shipper or exporte 


however, that n 
methods of valuation. 
CONSULAR FORMALIT! 


coniplexity of consular formaliti in man 
xcessive charges accomypins mone 
is. ble barriers » in I rade which tl 
ommerce is endeavoring to 
Not only must exporters fill in ane ru 
jnired, often in the language of the country a 
uny cases a2 percentage thy tine of » foods mmount 
hus 7 percent of the c¢. i ly for minor er 
ently iiposed or the « Xporter lived to nike ou 
r entiret) Shipowners aud shippers as well as the ul 
el ictims of this state of affairs as the exporters 
he International Chamber of Conn 


erce strongly urges the total abolition of 
isilar invoices and of const r Visas for commercial i 7 f 


voices, manifest 
Chese appear to serve ! iseful purpose since a great part if not m 
e world’s trade is, in any case, done without them. 

wuld, however, certain governments tind it imp ssible for re 
nected with their uns regulations to dispense with ¢ 


these Cache u Deli 


usons gen 


‘ 


as, it is essential that the following rules should be observed : 
(aq) Additional documents such as certificates of origin shou'd not 
“quired ; 


i 


(b) The consular fee should be a sma proportional t 
lune of the goods: 
(c) The consular f hould be payable by the experter oniy in 
rrency of the export ‘ 
(@) No fines should he imposed for mistakes made in good faith by 
exporter in drawing ww ! documents and within reusonable | 
reetions should be perin 
(¢ No charge or on! 
ms to be filled in: 


Not more 


iits 
iree should be made for SUP piying 
required of each docu 

ites s iLiad Fe ye 
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It is therefore glad to note the initiative taken by the contracting parties 1 
the General Agreement on Tariffs and Trade which, on November 30, 1250, 9) 
their fifth session in Torquay, adopted a set of standard practices for the admi: 
istration of import and export restrictions and exchange controls, 






























These rules are a detinite improvement on existing practice. The Intern - 
tional Chamber of Commerce therefore strongly recommends their early applica a 
tion LN the governments of all countries concerned, ; sh 

\fter a preliminary inquiry among the trading and industrial interests in 
membership, the International Chamber of Cotimerce submits to the contractiy 
partics the following comments and sucgestions designed to complete and why 
necessary strengthen the standard practices. m™ tal 

1. Under article 3 the administration may refuse the inyporter or exporter thy ses 
right to import or export goods covered by adequately contirmed order prior to on 
the entry inte force ¢ a system of restrictions, even if delivery can be comptes the 
within a specited period. This is neither logical ner equitable, since it tur pa 
What should be an evxcejtional system into the system generally applic: ’ 
is not admissible that the possibility for a trader to fulfill a reaular contrac : wi 
should be left to the decision of an official, particularly as no provision is mad ple 
for payment by the state of compensation for the damage the trader might su 

ft should therefore be laid down that new or intensiiied restrictions sh 
never apply te goods covered by a bona fide order before the ent nto for 
these menusures is announced, unless failure to apply them would dan ) r 
auf et the interests of the country in question * tak 

’. The provisions contained in article 1 concerning the grant of impor sig 
and exchance permits are not sulliciently de nite. Whenever imports its 
ject to licenses and exchan ’ *, it is « nitdael thet the itapaorte ma 
received the import li : EEL ally be cranted the exchiuge per ; for 

enabling him to obtain the nhexchance required to pay for t! me 
imiprorts + q 
Governments should make appropriate arranzements to insure that the im cia 
rters have te accomplish only one formality, for instance by filling in a singel est 
clument composed of several sheets, in order to obtain the license and the I 
hance permit, and that applications for the license and exchange permit cou 
alt with expeditiously by the administrations concerned, the whole set be Cor 
eturned simultaneously to the importers. sul: 
3. It frequently happens that the importer dees not give his foreig tle the 
a credit for the whole duration of validity of the license. The imp 
liable to meet with difficulties from the exchange control authorities 
country should he wish to extend his credit. Where credits have 
proved by the administration, they should therefore cover, or be extendabl 
validity of the license, mi Re 
t. When the goods have been dispatched before the expiry date of Con 
they should be treated as having been exported or imported during t 
of the license. 
5. Quotas for seasonal articles and products—the term “seasonal” br G 
stood in the wide sense required by the complexity of internat:o che 
should be rational’y d'stributed over the year. ae 

» Any portion of an import or export license not utilized during the stl a Cali 

should be carried over to the following period. Licenses or I 

nses not utilized by the beneficiaries for reasons within their contr a fort 

he transferable by the competent administration to another importer ma} 
of the Seme country S 
7. The governments should do evervthing in their power to en ib sucl 
to obtain prompt information regarding the delivery of licenses fror 
tent to which quotas have been utilized Bove 
S. With regard to the past period of reference provided for in artic! prot 
should be selected by the competent authorities in close consultation wit! belo 
jerests concerned with a view to preserving the normal channeis of ti ' stan 
% Articules which are genuine secesseries of ao principal consign shot 
v as Sumples should be treated as outside the quota hati 
1. Where deposits are required from importers, they should he 1 : low 
than is strictly required to discourage frivolous or speculative applica KF 
li the 
professional organizations manage or advise pen import perc 

Vision shenld be made for a procedure of appeal: the mu that 

ttees shon!d include the largest possible number of representati ‘ron 

sand traders whe 
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12. In some quota agreements, the item “Miscellaneous” is included to avoid 
a lengthy list of articles likely to be imported or exported. The application 
of this item is usually left to the decision of the administration. Measures 
should be taken to safeguard against abuses under this heading. 


VI. CUSTOMS TREATMENT OF SAMPLES AND ADVERTISING MATERIAL 


The International Chamber of Commerce warmly welcomes the decision 
taken by the Economic and Social Council of the United Nations at its Santiago 
session recognizing the importance of international action to secure agreement 
on the customs treatment of samples and advertising material and transmitting 
the International Chamber of Commerce's proposal for action to the contracting 
parties to GATT. 

The International Chamber of Commerce hopes that the contracting parties 
will find it possible to take appropriate measures at their next session to im- 
plement its recommendation. 

RESOLUTION 14 


FUTURE ACTION IN THE FIELD OF INTERNATIONAL CUSTOMS COOPERATION 


The International Chamber of Commerce has taken note of the convention es- 
tablishing an International Customs Cooperation Council, which has already been 
signed at Brussels by 13 European countries. The convention makes clear 
its intention to further the interests of international trade by improving and - 
making uniform customs techniques and legislation; and to this end it provides 
for consultation and cooperation between the Council and interested nongovern- 
mental organizations. 

The International Chamber of Commerce welcomes this new technical spe- 
cialized agency and suggests that liaison between it and the chamber should be 
established as soon as possible. 

In particular, the International Chamber of Commerce suggests that the 
council, in carrying out its responsibility for control of the Brussels Valuation 
Convention, should arrange for preliminary studies to be undertaken in con- 
sultation with the International Chamber of Commerce and along the lines which 
the International Chamber of Commerce has suggested. 


MaraAscuino Cnerry & GLack Fruit ASSOCIATION, 
Vew York, September 24, 19517. 
Re hearing on H. R. 1535 Customs Simplification Act of 1951. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 

GENTLEMEN: This association in its membership comprises most of the glace 
cherry processors in the United States, and these members, for the most part, 
produce their glace cherries from sweet cherries grown in the States of Oregon, 
California, Washington, New York, Pennsylvania, Utah, Michigan, and Idaho. 

There are certain aspects of H. R. 1535 which, if enacted into law in its present 
form, would menace our industry in a manner which the introducer of the bill 
tay not, himself, have contemplated. 

Section 20 would amend section 522 of the Tariff Act of 1930 by allowing for 
such conversion of currency methods as would invite increased competition 
from foreign producers of glace cherries. It would open the door to foreign 
governments to create exchange rate arrangements to aid their nationals to 
produce and export to the United States various food commodities at prices even 
below the actual cost of manufacture of American manufacturers, As an in- 
stance of present injurious competition from abroad at the present time, and 
short of the additional aid which section 20 would afford governments and their 
nationals, injury that the glace cherry industry is suffering, we cite the fol 
lowing, viz: 

Foreign glace cherries over the last few months and currently are offered by 
the foreign manufacturers in cases of 20/5 kilo net each wooden box (100 
percent) whole cherries variously at 25 and 25!'. cents per pound and this means 
that these foreign cherries are available to buyers in this country at a cost of 
irom 36 to 39 cents per pound duty paid and including all costs and expenses, 
Whereas the average corresponding cost of domestic producers ranges anywhere 
from 48 cents to 51 cents per pound. 

Therefore, we respectfully ask that section 522 of the Tariff Act of 1930 be left 
in its present form. 

S7474—51—__- 46 
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We desire further to request that the present language of section 201 of the 
Antidumping Act of 1921 be not disturbed as is proposed in section 2 (a) «+ 
H. R. 1535. 

Prior to 1931 when protection for the first time was afforded our own glac: 
cherry industry, foreign producers of low cost finished goods made it virtually 
impossible for a domestic industry like ours to exist. Since the enactment of 
the Hawley-Smoot Act that protection has gradually been weakened throug! 
successive reductions in the fixed tariff rates of from 9%, cents per pound to 7 
cents per pound and reduction of the ad valorem part of the duty from 40 percent 
to 10 percent. 

Under the existing law, ad valorem duties are computed on a basis of the 
foreign value, or the export value, whichever is the higher. Section 13 of H.R 
1535 would permit the ad valorem duty to be based upon the export value, 
irrespective of what the general market price may be in the exporting country 
This would be an open invitation to foreign governments and foreign exporters | 
make special low prices for export to the United States only. This indeed would 
constitute a covert attempt to circumvent the antidumping principle. 

American manufacturers of glace and maracshino cherries could not nie 
such artificial competition without a loss. We ask therefore that under H. k 
1535, no assessment determination be provided which would be confined to export 
value only. 

At the present, due to selling below cost of glace cherries by foreign produc« 
in a fast increasing degree as enumerated above, it is the intention of our asso 
ciation, in behalf of the industry in question, to make application to the United 
States Tariff Commission for an increase in the rate of duty on foreign manu 
facturers of glace cherries. 

We respectfully ask your committee to strike out section 2 of H. R. 1535 as the 
use of the word “materially” where proposed is not only a relative word without 
a definition in the bill, but would add nothing to the intent of the Antidumping 
Act of 1921. 

Respectfully yours, 
MARASCHINO CHERRY AND GLACE Fruit ASSocIAtTiIoON, 
By WituiAM Ungar, l’resident. 


STATEMENT OF THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES TO 
House CoMMITTEE ON WAYS AND MEANS, ON H.R. 1535, tHe Customs Sr 
PLIFICATION BILL 


The League of Women Voters has supported a liberalized trade policy f 
the United States for the past 50 years, in order to promote the greatest possill: 
amount of trade among nations. In line with this policy, the league wishes 
to express its support for the customs simplification bill (HL. R. 1555.) 

This bill would facilitate the importation of commodities into the United 
States. Certainly at this period when the United States is working to strenzthe 
the economies of other nations we should net continue practices which make 
difficult for them to send us their goods. To do so would be to defeat our aim 
of increasing world production and expanding international trade, 

Since World War II the United States has spent time, effort and much mon 
to rebuild a viable world economy. Much progress has been made by our efforts 
and those of other nations through the ERP and the United Nations econom 
agencies such as the International Bank, the International Monetary Fund and 
the General Agreements on Tariffs and Trade. In view of the dominant eco 
nomic position of the United States as the world’s main creditor, produce! 
and consumer, it is of particular importance to the economy of the free world 
that the Uited States follow a consistent trade policy which is in line wilt! 
our other international agreements. Such a policy must recognize that ou 
ability to expert depends on our willingness to accept imports. Furthermore 
the ability of other nations to remain solvent and pay their debts to the Unite: 
States depends to a considerable degree on our making it possible for the 
to sell their goods in our markets. 

Great quantities of materials are necessary for defense. Many of the stra 
tegic materials must be imported. Our present customs procedures involv: 
undue expense and delay in moving goods from ports of entry to their destination 
The provisions of the customs bill would expedite this part of the defense effori 

The league works for efficiency and economy in government. We have urged 
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that Congress watch continually for ways to eliminate expensive and unneces- 
sary administrative procedures. In the last 20 years there has been virtually 
no improvement in the procedures for handling customs. The customs simpli- 
fication bill would not only speed the process of admitting goods into this coun- 
try but it would also save the Government money. At this time removing even 
a small part of the burden of the cost of government will be a relief to the 
American taxpayer. 

Though the league realizes that the United States is not alone in the world 
in having cumbersome customs procedures, we emphasize to this committee 
the necessity for the United States to take the lead in simplifying such pro- 
cedures. The United States will benefit from an increased flow of inter- 
national trade. The customs bill is one way to help do it. The league asks 
that this committee report the bill favorably and do all it can to promote its 
passage by the House. 


STATEMENT BY THE UNITED STATES COUNCIL OF THE INTERNATIONAL CHAMBER OF 
CoMMERcE BreFoxre THE COMMITTEE ON WAYS AND MEANS, House or ReEprp- 
SENTATIVES, WASHINGTON, D. C. 


My name is E. 8S. Gregg. I am vice president of the Westrex Corp. of New 
York, the export subsidary of the Western Electric Co., Inc., and am appexring 
before you as chairman of the committee on administrative barriers to inter- 
national trade of the United States Council of the International Chamber of 
Commerce. 

The United States Council is the American affiliate of the International Cham- 
ber of Commerce. The International Chamber of Commerce has its headquarters 
in Paris, France, The United States Council is one of 30 national affiliates of the 
International Chamber of Commerce. 

The International Chamber of Commerce was organized in 1919 following 
World War I. It is an international spokesman of businessmen on world eco 
nomie affairs. In the International Chamber of Commerce manufacturers, 
bankers, industrialists, merchants, and traders pool their views and information 
und forge a common policy. Basically the International Chamber of Com 
merce’s purpose is to be broadly representative and to secure effective and con- 
stant action in improving world economic conditions. 

The United States Council maintains study groups to deal with economic 
policy questions, and committees to work on technical economic problems. These 
committees are composed of businessmen and experts in all fields of economic 
activity. 

I would like to point out that the International Chamber is primarily a policy- 
making organization. It is therefore not my intention to discuss in technical 
detail the proposed legislation on simplification of United States customs pro- 
cedures now before this committee. 

We have presented to you a report which the United States Council issued in 
1949. This report gives some recommendations which we believe would simplify 
the United States customs procedure. The rapporteur of this committee of the 
United States Council was Mr. Harry S. Radcliffe, executive vice president of 
the National Council of American Importers, Inc. As I understand it. Mr. 
Radcliffe recently submitted to this committee a complete and detailed report 
on the technical aspects of the various sections of the pending bill. We think 
the views of Mr. Radcliffe and the National Council of American Importers, Inc., 
arise out of large and detailed experience and are worth most careful 
consideration. 

The purpose of the United States Council's report, simplifying United States 
Customs Procedure, is to suggest how our laws and regulations might be brought 
up to date in the light of international developments during the last two decades. 

The International Chamber of Commerce as a whole for many vears has been 
actively working in trying to have removed everywhere as many obstacles as 
possible to international trade and to do away with unnecessary red tape which 
hampers the interchange of goods and services. It is unfortunate that the 
eustoms laws and regulations of the United States today are probably more 
difficult and cumbersome than those of other countries. If the United States 
wants to obtain concessions from foreign countries which are important markets 
for United States products, it stands to reason that we should set an example 
by simplifying our present laws and regulations. We feel that the simplification 
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of the customs procedure is not directly related to whether tariffs should be 
lowered or increased. 

There is another document which you now have before you. This is a report 
of the entire International Chamber of Commerce, which received final approval 
by businessmen from all over the world in 1949. Entitled “Invisible Barriers to 
Trade and Travel,” it outlines nine topics on pages 8 to 16 which, in the opinion 
of the chamber, should be considered in any move of simplification of customs 
regulations. 

These points, which relate to all countries, show the need for: (1) Simplifi 
cation and standardization in the administration of quota and licensing systems 
and exchange controls. While the United States has no exchange controls, it 
does have quotas and licensing. Other countries have used their quota and 
licensing systems to retaliate against the hidden barriers to their trade in the 
more cumbersome aspects of our tariff administration. 

(2) Recognition that the route followed by goods in course of transit from 
country of origin to destination shall in no way affect the nationality of these 
soods or subject them to differential customs treatment because they have been 
shipped via one or more other countries. 

(3) Clear and easily workable methods of ad valorem valuation. There are 
no worse hidden barriers to trade than some of the present regulations and 
methods of assessing ad valorem duties, 

(4) Reduction of documents required in international trade, ineluding, if at 
all possible, the abolition of the consular invoice and visa. 

(5) Prompt publication by governments in an easily accessible and under 
standable form, not only of its customs duties, but also all accessory charges and 
taxes levied in connection with goods, 

(6) Favorable treatment and where appropriate total exemption from cus- 
toms duties, quotas, exchange controls and other restrictions to any article not 
intended for sale but exclusively designed for use as an instrument of adver- 
tising or as samples. 

(7) Elimination of unnecessary marking requirements, 

(S) Standardization between countries of customs nomenclatures. 

(9) Review of procedures applied to goods temporarily imported for subse 
quent reexport. 

The International Chamber of Commerce is recognized as a consultative or 
canization by the Economic and Social Council of the United Nations. In line 
with this working arrangement, the International Chamber of Commerce pre 
sented the above mentioned report to the United Nations Commission with the 
thought in mind that every free nation should move at this time to reduce its 
custom red tape in order that the consumer would benefit in terms of lower 
prices, which would tend to increase trade among nations. I am happy to sas 
that the United Nations accepted this International Chamber of Commerce re 
port as a basic document fer its own discussions, and many member countries 
have indicated that they will start to bring about the simplification of customs 
regulations in their individual countries. If foreign countries can be persuaded 
to do more along these lines, which will help our export trade, we in this 
country must also simplify our procedures to help foreigners to export to us 
so they can earn more dollars with which to buy more from us. Notice I say 
“earn more dollars” rather than give them more dollars with which to buy our 
coods. 

We have prepared a graphic explanation of what current customs laws and 
procedures mean in terms of the man in the street. The businessman and the 
consumer are hurt since they must absorb the increased costs brought about by 
the current customs procedures. Before closing, may | say that in the United 
States Council are many companies that basically have no direct international 
trade interests. They feel just as strongly as those who have foreign trade in- 
terests that a customs simplification bill, such as the one now pending before 
this committee, should be enacted. We believe the fewer hidden barriers there 
are to trade, the larger and more expanding will world trade be. If we could 
not expert, there would unquestionably be massive unemployment in this coun 
try. If other countries cannot import large quantities of goods into this country, 
they cannot earn dollars to buy from us. No one wants this country indefinitel) 
to give dollars abroad so other countries can buy here. 

May I express my appreciation for the opportunity extended to us to appear 
here today. We hope sincerely that quick action can be taken to simplify our 
existing cumbersome customs laws and regulations. 
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NINE PRINCIPLES IN REFERENCE TO CUSTOMS SIMPLIFICATION 


(As stated in a report of the International Chamber of Commerce committee on 
customs technique, Invisible Barriers to rade and Travel, August 1949) 


After a preliminary survey of the whole vast field of administrative regula- 
tions and formalities connected with international trade, the committee on cus- 
toms technique of the International Chamber of Commerce has selected nine 
points where, from the point of view of the businessman engaged in international 
trade, simplification and standardization seem to be most urgently required and 
where practical results can most easily be obtained within a reasonably short 
space of time. It has based its study of these nine points not only on relevant 
portions of the Habana Charter and of the General Agreement on Tariffs and 
Trade, but also on the 1925 Convention for the Simplification of Customs 
Formalities and the work of the League of Nations in the interwar period as 
well as on previous resolutions and reports of the International Chamber of 
Commerce and the practical experience of trade in industry with particular 
regard to postwar developments and changes. Although the conclusions it has 
reached and the recommendations it puts forward are necessarily provisional 
in character and much work remains to be done on questions of detail arising 
out of them, the committee hopes that its report will be useful to the govern- 
ments and trading communities of the world as a basis for inimediate discussion 
and as a starting point for action. 


1. PORMALITIFS AND REGULATIONS CONNECTED WITH THE ADMINISTRATION OF 
IMPORT QUOTAS, LICENSING SYSTEMS, AND EXCHANGE CONTROL 


Nowhere, perhaps, are situplification and standardization more urgently needed 
than in the administration of quota and licensing systems and exchange control. 
The committee is aware that many formalities and irksome restrictions are 
inseparable from the system of quantitative control itself, but it believes that 
a creat deal can be done in all countries to simplify and speed up the necessary 
procedure and documentary requirements without jeopardizing the effectiveness 
of the control. 

fhe committee urges that this question be placed high on the agenda of the 
national and international committees of experts referred to in the introductory 
resolution. An international code of fair practice for the administration of all 
types of quantitative controls would do much to promote the smooth flow of 
international trade within the limits set by commercial and monetary policies. 

The committee will continue its investigations, particularly as regards ex- 
change-control formalities, with a view to submitting more detailed recom- 
mendations at a later date 


Il. THE NATIONALITY OF GOODS 


(1) Definition of the nationalitu of manufactured products 

As long as tariffs were the only means of protection employed by importing 
countries the question of the nationality of goods arose mainiy in connection 
with the application of treaty duties and other rates of duty levied exclusively 
on goods originating from specified countries. But with the rapid growth of 
quotas and exchange control and the extension of preferential tariff systems 
the problem has become increasingly acute. 

All countries having adopted tuuch the same definition for the nationality of 
natural products of the soil and subsoil, the situation in this respect is satis- 
factory. But in the case of manufactured products innumerable difficulties 
are created for trade by the wide variety of methods employed for determining 
the nationality of these products as well as in many cases by the unsatisfactory 
nature of the methods themselves, 

The committee on customs technique therefore recommends the adoption by 
all governments of uniform rules for determining the nationality of manufac- 
tured products and proposes for their consideration the following definition 
based in part upon the work already done in this connection by the Economie 
Committee of the League of Nations in 1951: 

For the application of treaty duties, intermediate duties, minimum duties, and 
other duties dependent upon the nationality of the imported product’ as well 


It is not intended that this definition should apply to preferential duties, which are not 
subject to most-favored-nation treatment and cannot therefore be extended to third 
countries, 
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as in the case of tariff quotas, import quotas and exchange control, the cout: 
of origin of manufactured products shall be 

When all the manufacturing processes have taken place in the same cou: 
try in which such products have been manufactured ; 

When the manufacturing processes have taken place in more than o 
country, the country in which the last manufacturing process has tak: 
place, provided that the process is economically justified and important \ 
important manufacturing process shall be one which elects a substanti 
change in the nature of the product? 

The committee further reconmends that attempts should be made in collabo 
tion with the industries and trades concerned, to define for specific prodn: 
particularly in the staple industries what shall be considered as an impor 
manufacturing process, 


(2) Nationality and provenance 


In view of the growing tendency to consider the route followed by the goods 
course of transit to the importing country as well as the immediate provenance of 
the goods as affecting their nationality and consequently the treatment accord: 
to them in the matter of customs, quotas, and exchange control, the committee or 
customs technique further recommends the general adoption by governments of! 
the following two principles : 

1. The route followed by the goods in the course of transit from the cou: 
try of origin to the country of destination shall in no way alfeet the 1 
tionality of these goods. This principle shall also apply to any manipula 
tion or handling of the goods in a transit country which does not go fas 
enough to confer a new nationality on the goods. Such manipulation or 
handling shall include unloading and reloading, unpacking and repacking 
and cleaning, whether these operations are carried out under customs supe 
vision, in free ports, or in free circulation 

2 Goods shall not be excluded from differential treatment due to them 
on account of their nationality on the ground that they have been shipped 
to the importing country from or via a third country the like products of 
which have no claim upon such differential treatment 


Ill, METHODS OF AD VALOREM VALUATION 


Among the many indirect or so-called invisible obstacles to the smooth working 
of international trade, few are more serious than the present legislative or admin 
istrative arrangements for assisting the value of soods taxable ad valorem. Not 
only is it extremely difficult and often impossible for the would-be importer or 
exporter to work out how much duty his goods are liable to pay and therefore 
the price at which he can sell with a profit on the importing market, but the 
actual system of valuation may radically alter the incidence of the rate of duty 

The main sources of difficulty for the importer and exporter are the following 

1. The extreme diversity of systems from one country or customs area 
another (an analysis, largely applicable today, of the methods applied in 12% 
countries and customs areas in 1987 is attached in appendix I): 

2. The existence of alternative methods of valuation within the same customs 
area so that the trader cannot be sure in advance which method will be applied 
toa given batch of merchandise; 

3. Lack of precision in the terms of the law or regulations, so that too much is 
left to the discretion of the customs officials clearing the goods and doubt remains 
as to what the basis of valuation really is and what charges are or are not to be 
included in the dutiable value: 

4. The adoption as the basis of valuation, or more commonly as one of the 
alternative bases, of a value which turns a low or moderate rate of duty into a 
high or even prohibitive rate. 

>. The application of systems of valuation based on— 

(a) The wholesale market price of the actual goods imported (or of simi- 
lar goods) when sold for consumption in the country of export or origin 
(this implies the inclusion in the dutiable value of internal taxes levied in 
the country of origin and calls for a system of checking and investigatior 
eXtremely irksome to the exporting industries) ; 

(b) The cost price of goods (this again involves irksome investigation it 
the country of production) ; 

(ce) The sale price of similar domestic goods in the country of impert 


7 The application of this definition to goods imported or exported temporarily will be 
further studied by the committee (see also sec. IX below) 
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6. Excessively strict application of regulations designed to prevent under- 
valuation, tax evasion, or dumping ; 

7. Lack of uniformity and uncertainty as regards the time at which the 
value is to be assessed (e. g.. time of exportation, time of importation, date of 
dispatch, date of customs declaration, date of consular invoice, time of sale 
or purchase, date of application for import license, date of clearance through 
the customs, ete. * * *) 

There is only one fully effective remedy for these difficulties: The universal 
adoption of a single standard system of valuation But, in the meantime, a great 
deal can be done within each country to simplify existing regulations even within 
the framework of the legislation in force. Using the procedure outlined in 
the introductory resolution, each country should review and revise existing 
practice in the light of the following fundamental principles which are designed 
to complete, and in certain respects to amend, the useful general rules laid down 
in article 55 of the Habana Charter and in article VIP of the General Agreement 
on Tariffs and Trade: 

(a) No system of valuation should be devised in such a way that it can 
be used at the discretion of the customs authorities as a means of altering 
the incidence of the duty and increasing the protection already afforded by 
law to domestic industries 

Laws and regulations relating to valuation should have no other aim 
than to supply the customs officials, and indirectly the trader, with a simple 
rule-of-tumb method of ascertaining the real value of a given batch of 
merchandise and of applying to it the rate of duty fixed by law. 

(6) With that end in view, whenever a commercial invoice is produced 
by the importer or his agent and whatever the system of valuation in force, 
primary consideration should be given by the customs authorities, in deter- 
mining the dutiable value of the goods, to the price shown on that invoice, 
unless there is presumption of deliberate undervaluation or fraud or unless 
the relationship between Ouyer and seller is such that there is reason to 
believe that the price shown on the invoice is substantially lower than the 
price normally practiced between independent sellers and buyers. In the 
latter case, the method of assessment adopted should simply aim at estab- 
lishing the fair wholesale price, under competitive conditions, of the actual 
goods imported, if necessary by reference to the price of similar imported 
goods, and should not result in penalizing the importer or giving him less 
favorable treatment than his competiters. The mere existence of a special 
relationship between buyer and seller should not be taken as prima facie 
evidence of dumping 

te) Pending international standardization along the lines suggested below, 
the regulations should state clearly and fully the charges to be included in 
rv excinded from the dutiable value and adequate publicity should be given 

to these regulations 

(d) As provided in article 35. No. 4 of the Habana Charter and in article 
VII, No. 3 of the General Agreement on Tariff and Trade, internal duties or 
taxes levied on goods for domestic constuaption in the country of export or 
origin and from which the exported product is exempted should be excluded 
from the dutiable value 

Concurrently with this revision and simplification of regulations on the national 
plane, work might usefully be started immediately, either under the Habana 
Charter or the General Agreement on Tariff and Trade, on the elaboration of a 
set of internationally standardized rules. These rules need not necessarily be 
drawn up in the form of a binding agreement proposed for universal acceptance. 
They could be put forward by the experts who drafted them as a model for 
bilateral or limited multilateral agreements and as guidance to each individual 
sovernment in its further work of revision at home. 

The committee proposes as a preliminary basis of discussion for this work of 
international standardization the following detinitions of dutiable value: 


(1) “Basic” ralue 

By the “basic” value the committee understands the initial value or price 
selected by the customs as a starting point from which to arrive at the total 
dutiable value by adding or subtracting certain charges. (For instance, when the 
duties are levied on the f. o. b. value of the goods, this value is sometimes defined 
us the current market price in the country of origin plus all charges incurred in 
bringing the goods to the port of shipment. In that case, the “basic” value would 
be “the current market price in the country or origin.) 
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Using the term in that sense, the committee proposes that the “basic” val 
should invariably be the wholesale price paid or payable by importers for usu: 
wholesale quantities of the actual goods imported, this price to be determined |), 
reference to the price shown on the commercial invoice, unless there is presum), 
tion of deliberate undervaluation or fraud or unless the relationship betwee 
buyer and seller is such that there is reason to believe that the price shown 
the commercial invoice is substantially lower than the price normally practic: 
between independent sellers and buyers, or unless no invoice is available. Why 
the goods are imported in such small quantities that the price charged for the 
is higher than the usual wholesale price, a statement to that effect by the « 
porter on the commercial invoice should entitle the importer to claim a cor) 
sponding reduction in the dutiable valne of the goods, 

When, for the reasons indicated above or for other reasons, it is imposs 
to determine the usnal wholesale price for the goods imported by reference 
the price shown on the commercial invoice, the customs should endeavor 
arrive at an equivalent value, representing as closely as possible the fair wh 
sale price, under competitive conditions of the actual goods imported, if ne 
sary by reference to the price of similar imported goods. 

(2) Total dutiable value 

The committee believes that it would be of great advantage to trade if custon 
authorities would invariably levy ad valorem duties on the f. o. b. or ec. i. 
Values or the corresponding land transport values, to the exclusion of all othe: 
values, since the practice of the customs would thus be brought more closely int: 
line with business practice. 

The committee offers for customs valuation purposes the following standard 
definitions of these two values: 

The f. o. b. value of the goods shall be the “basic” value as defined above 
plus—to the exclusion of all other charges—all charges incurred in bringing th: 
soods to the port of shipment and in delivering the goods on board the vessel at 
that port, including, uniess dutiable separately, the cost of such packing, cove: 
ings, and receptacles as form part of the saleable value of the goods and are not 
discarded after importation, and including export duties and all taxes and dues 
payable in respect of the goods in order to deliver them on board. 

The corresponding value of the goods in the case of land transport would be 
the free on rail or free on truck (f. o. r. or f. 0. t.) values, in other words thy 
“basic” value of the goods as defined above, plus—to the exclusion of all othe: 
charges—all charges incurred in delivering the goods at the point of departure 
and in loading them on the railway wagon (car) or motortruck, including, unless 
dutiable separately, the cost of such packing, coverings, and receptacles as forn 
part of the saleable value of the goods and are not discarded after importatior 
and excluding export duties, unless in the case of rail transport the goods ar 
loaded at the frontier station of the country of importation. 

The c. i. f. value of the goods shall be the f. 0. b. value as defined above, plus 
to the exclusion of all other charges—freight charges to the port of destination 
and insurance against the usual risks insured against in the particular trade 0) 
on the contemplated route, covering the goods during the transport by sea unti 
landed at the port of destination, and excluding landing charges or charges in 
curred in delivering the goods at the customshouse of the country of importation 

The corresponding value of the goods in the case of land transport would be 
the f. o. r. or f. 0. t. values as defined above, plus—to the exclusion of all othe: 
charges—all railway transport charges to the frontier station of the country o! 
importation or, in the case of road transport, all road transport charges to the 
customs of the country of importation, including export duties and all other 
taxes or dues payable in order to deliver them at one or the other point, an 
excluding unloading costs and, in the case of rail transport, any charges in 
curred in bringing the goods from the frontier station to the customshouse 0! 
the country of importation. 


IV. DOCUMENTARY REQUIREMENTS AND CONSULAR FORMALITIES 


The committee strongly endorses the recommendations issued by the Inte: 
national Chamber of Commerce on this subject in its report on Barriers to tly 
International Transport of Goods (brochure 121) which was approved by tl 
International Chamber of Commerce’s Montreux Congress in June 1947. ! 
urges that immediate action be taken by governments, both nationally and 
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internationally, to give effect to these recommendations which are of particular 
importance to trading and transport interests throughout the world, 

The recommendations may be briefly summarized as follows: 

1. Reduction of the number of documents required in the international trans- 
port of goods to the following three or at most four, which should be sutlicient 
for all lecitimate governmental requirements as well as for the needs of the 
trader and carrier: 

(a) Transport document (bill of lading, consignment note); 

(+) Commercial invoice in standardized form; 

(c) Packing list when necessary (it obviously serves no useful purpose 
in the case of goods in bulk, like grain) ; 

(d) In the case of sea and air transport, the manifest. 

Only a reasonable number of copies of such documents should be required. 

2. Reduction in delays in dealing with shipping documents at consulates and 
ubolition of overtime charges. 

3. Abolition of consular invoices, sometimes called customs invoices, and 
certificates of origin as separate documents. 

4. Abolition of consular visas for commercial invoices as well as for mani 
fests; abolition of trade-association certificates for invoices. It is pointed out 
in this connection that for many years certain countries have allowed the 
shipper simply to supply a commercial invoice without any form of certitication 
and that the system has proved to be workable in practice. 

5. Abolition of the transit manifest by those counrties requiring it. 
Elimination of the requirements by some governments that certain forms 
be filled out for aiding them in the compilation of export and import statistics. 
This information could be obtained from other documents. 

7. Abolition of governmental regulations which require the shipper to attempt 
to classify his goods under specific sections of customs tariff laws of the import- 
ing country. (A shipper cannot be expected to know the customs regulations 
of all the countries with which he does business especially as such regulations 
are constantly being altered. The shipper is thus inevitably exposed to mistakes 
and fines. ) 

8. Uniformity of consular practice among consulates representing the same 
country. 


». 
ti. 


Vv. PUBLICITY FOR REGULATIONS AND CHARGES 


If the international trader is to conduct his business promptly and efficiently, 
it is essential that he should be able to know in advance with the least possible 
margin of error what are the total charges to which his goods are liable under 
the import regulations of the country of destination. 

In order to achieve this, the competent authorities of each country should 
publish promptly, and in an easily accessible and understandable form, not only 
its tariff of customs duties but also all accessory charges and taxes levied in 
connection with the goods. This should be accompanied by a clear and binding 
statement of the regulations and formalities which importers and exporters are 
obliged to observe, covering not only customs matters but also any requirements 
arising out of quota, licensing, or exchange control regulations, 

Similarly, on the international plane the International Customs Tariff Bureau 
of Brussels, whether working independently or under the auspices of the United 
Nations or of the ITO, should be so equipped and financed as to enable it to 
include these accessory charges and taxes and import regulations in its inter- 
national publications and translations. This would imply an obligation on all 
governments to keep the International Bureau constantly supplied with up-to- 
date information on all these points. 


VI. TREATMENT OF SAMPLES AND ADVERTISING MATERIAL 


The committee urges that, as recommended in resolution No. 35 of the Inter- 
national Chamber of Commerce's Montreux Congress, particularly favorable 
treatment and, where appropriate, total exemption from customs duties, quotas, 
exchange control, and other restrictions should be granted to any article not 
intended for sale but exclusively designed for use as an instrument of adver- 
tising for commerce and travel. Special facilities should also be granted for 
commercial travelers and their samples, 

In the committee’s opinion there should be little difficulty in reaching agree- 
ment rapidly among governments on a system of special treatment for samples 
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and advertising material and for commercial travelers, The ground has already 
been thoroughly prepared by the League of Nations and substantial agreemen; 
was reached in 1935 among a number of governments on a Draft Convention fo: 
the Purpose of Facilitating Commercial Propaganda. This draft conventio; 
should be taken immediately as a starting point for working out a final set of 
recommendations to governments, The League of Nations draft is reproduced 
in appendix II. 
VII, MARKS OF ORIGIN 


The consmittee welcomes the undertaking by governments in article $7, pars 
graph 5, of the Habana Charter to work toward the early elimination of unneces 
sary marking requirements. As a first step in this direction each government 
might usefully start by scrutinizing existing marking regulations in the ligh: 
of article 37 of the Habana Charter and article LX of the General Agreement on 
Tariffs and Trade as well as in the light of the more detailed recommendations 
put forward by the Economic Committee of the League of Nations in 1951 

In the meantime, the committee will continue its own investigations of thy 
difficulties and requirements of trade and industry. 


VILL. STANDARDIZATION OF CUSTOMS NOMENCLATURES 


The committee welcomes the reference to the standardization of customs 
nomenclatures in article 49 of the Habana Charter and urges that immediat 
steps be taken to reach international agreement on a standard framework for 
the classification of goods for customs purposes. Preparatary work on this 
subject was practically completed by the League of Nations before the war, and 
more recently the Study Group of the European Customs Union has been engaged 
in drawing up a standard nomenclature for the countries belonging to the OR BC 
Rapid progress should therefore be possible on the basis of the preparatory work 
already accomplished. 

It is essential, however, that trade and industry should be closely consulted 
at ever stage of the working out of such standard classifications, so as to ensure 
that they are in line with normal trading practice for each product, 


IX. TEMPORARY ADMISSION OF IMPORTS 


The committee recommends that the whole question of the regime to be applied 
to goods tenzporarily imported for subsequent reexport or temporarily exported 
for subsequent reimport be reviewed by governments in consultation with trade 
and industry. 


SIMPLIFYING UNITED STATES CUSTOMS PROCEDURE 


A Report of the Committee on Customs Technique, United States Associates, 
International Chamber of Commerce, Ine. 


FoREWoRD 


The United States Associates has as one of its purposes the promoting of freer 
multilateral trade by securing “effective and consistent action both in improving 
the conditions of business between nations and in applying solutions for inter- 
national economic problems.” 

In accord with this purpose the U.S. Associates has been and is in favor of 
such policies as the Reciprocal Trade Agreements Act. But it recognizes that the 
support of liberal international trade policies without similar trade practices is 
to neglect the “consistent action” required for the fulfillment of its purpose 

Accordingly the U. S. Associates Committee on Customs Technique has made 
a study of the United States customs procedures, with a special attention to the 
delays and uncertainties arising from the administrative provisions of the Tariff 
Act of 1050. 

Some of these provisions, such as, for example, the method of converting 
foreign currency for customs purposes, are out of date. Others, like our system 
of valuation, are so complicated that great difficulties are experienced in attempt 
ing to apply them to modern trade operations. Furthermore these and other 
provisions are not entirely in line with postwar developments in proposed inte! 
national trade arrangements, 
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This Committee has now reached the conclusions contained in this report per- 
taining to countervailing duty, valuation for customs purposes, conversion of 
foreign currency for customs purposes, marks of origin, internal taxes, and some 
formalities connected with importation, 

The primary purpose of this report is to suggest specific amendments to our 
tariff and related laws which will bring these laws in line with our trade policies. 

The Committee believes that the adoption of the suggested changes presented 
in this report would go far to bring our tariff laws in alignment with the sound 
commercial provisions of the General Agreement on Tariffs and Trade concluded 
at Geneva in October 1947 by 23 countries, including the United States. For this 
reason the recommendations in this report are discussed in direct relation to 
those commercial provisions. 

CHaries T. Riorrs 
Chairman, Committec on Customs Technique 


JaANvuARY 14, 149. 


Nore.—In this report the General Agreement on 
times referred to as “the GATT” for reasons of brevity 
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SIMPLIFYING U.S. Customs Procepuri 
A. SUMMARY OF THE REPORT 


The General Agreement on Tariffs and Trade was negotiated by 23 countries ' 
meeting at Geneva from April to October, 1947, and subsequently all of those 
countries except Chile signed the Protocol of Provisional Application placing the 
agreement provisionally in effect. 

The attached report of the Committee on Customs Technique contains the 
historical background leading to the Geneva Agreement and points out the 
significance of the commercial provisions of the Agreement. 

In signing the General Agreement on Tariffs and Trade, an action taken under 
the authority of our Reciprocal Trade Agreements Act, the United States under 
took to apply the provisions of Part II of the Agreement “to the fullest extent not 
inconsistent with existing legislation.” Application of the commercial provisions 
in Part IL in their entirety would require amendments by the Congress of some 
laws, 

The purpose of this report is to recommend in some specific detail early action 
by the United States Congress to amend the Tariff Act of 1930 in such manner 
as to conform to the commercial provisions of the General Agreement which, 
in the judgment of this Committee, are sound. 


* These countries were: The Commonwealth of Australia. the Kingdom of Belgium. the 
United States of Brazil, Burma, Canada, Ceylon, the Regublic of Chile, the Republic of 


China, the Republie of Cuba, the Czechoslovak Republie, the French Republik Indian 
Lebanon, the Grand Duch of Luxemburg, the Kingdom of the Netherlands. New Zealand 
the Kingdom of Norway, Pakistan, Seuthern Rhodesia, Syria, the Union of South Afrien 


States of 


the United Kingdom of Great Britain and Northern Ireland, and the United 
America 
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Recommendations 


The more important recommendations of the Committee are: 
1. Countervailing Duty 


(a) The amendment of section 303 of our tariff to require a finding of seriou: 
injury or likelihood of injury as a condition for levying countervailing duties 
It is suegested that this finding be made by the United States Tariff Commission 
after an investigation and public hearing, rather than by the Secretary of the 
Treasury alone, as now provided. 

(>) Countervailing duties should not be imposed where the special stabiliza 
tion system outlined in paragraph (6) of Article VI of the G. A. T. T. is in opera 
tion. 

2. Valuation For Customs Purposes 

(a) Section 402 (g) defining “American selling price’ should be deleted in 
view of paragraph 2 (a) of Article VII of the G. A. T. T. prohibiting a value 
based on merchandise of national origin. 

(b) Section 402 (f) defining “Cost of Production” should be deleted. 

(c) Section 402 (¢) detining “Foreign Value” should be deleted. 

(d) “Export value” as defined in section 402 (d) should be revised to conform 
in every essential respect to the G. A. T. T. definition of “actual value.” 

(e) “United States Value” as defined in section 402 (e) of our tariff law 
should be amended so that it may serve as the nearest ascertainable equivalent 
of the “actual value” as defined in the G. A. T. T. 

(f) Section 402 should be amended to provide for a fair commercial value 
where neither an “export value” nor a “United States value” can be ascertained 

(9g) Amendment of our tariff law along the lines suggested in this report wil! 
also require the amendment of section 402 (a) of our tariff to provide a new 
basis of valuation. 


8. Conversion of Foreign Currency for Customs Purposes 

(a) The principal amendments to section 522 necessary to bring our tariff 
in full conformity to paragraph 4 of Article VII of the G. A. T. T. are: 

(1) The complete elimination of quarterly findings by the Director of the 
Mint of rates of exchange based upon the metal content of foreign coins—a 
system that dates back to the act of February 9, 1793. As the primary method 
of conversion, the use of the par values as established pursuant to the Articles 
of Agreement of the International Monetary Fund, or by special exchange are 
ments entered into pursuant to Article XV of the General Agreement on Tari!ls 
and Trade, is recommended ; 

(2) Provision for the conversion of dual or multiple rates of exchange by 
some method designed to reflect effectively the value of foreign currencies in 
comercial transaction. 

(>) It is suggested that where par values, established under the Articles of 
Agreement of the International Monetary Fund, exist they be proclaimed for 
customs purposes promptly whenever any change occurs. Also that par values 
established by special exchange agreements under Article XV of the G.A.T.T. be 
proclaimed when they are made known. 

(c) Where no such par values have been established, a quarterly proclame 
tion should be issued reflecting the average of the daily commercial rates 
of exchange for the previous quarter. This proclaimed rate should be used for 
customs purposes unless the daily buying rate varies by 5 percent or more from 
the proclaimed rate. 

(¢d) The method for conversion of currency when there are dual or multiple 
exchange rates which was contained in a bill (HR 3810) introduced in the Sth 
Congress, but which failed to pass, is used by the Committee as the basis for 
detailed recommendations of the amendments that should be made to such a 
bill if reintroduced in the Sist Congress. 

The principal change suggested is that the method permit the finding of « 
single commercially realistic rate, with a provision that a separate rate migh! 
be found for a class of commodity subject to dual or multiple rates not genera! 
applicable to the export trade of the foreign country. 

4. Marks of Origin 

The amendment of paragraphs of our tariff which require certain metal articles 
and thermostatic articles to be marked prior to importation so such articles ma 
be marked after they arrive in the United States, 
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5. Internal Taxes 

The Internal Revenue Code should be carefully examined in the light of 
Article ILL of the GATT which provides that imported products shall be exempt 
from internal taxes or internal charges of any kind in excess of those applied to 
like domestic products. 

6. Formalities Connected With Importation 

(a) The amendment of section 489 of our tariff to eliminate the additional 
(undervaluation penalty) duties, or at least to grant the Treasury Department 
considerable administrative discretion in their application. 

(b) The amendment of section 489 of our tariff to eliminate the presumption 
of fraud and the consequent seizure of the goods when the appraised value ex- 
ceeds the importer’s entered value by more than 100 percent. 

(c) The amendment of section 503 of our tariff to eliminate the provision that 
the higher of entered value or final appraised value be taken as the basis of valua- 
tion, The Committee suggests that the appraised value should control. 


B. THE REPORT 


The International Chamber of Commerce has been concerned since it was 
formed in 1919 with the important subject of the simplification of customs for- 
malities. In the year 1925, specific recommendations formulated by the Customs 
Committee of the International Chamber of Commerce were approved, with 
some slight modifications, by the Rome Congress. These recommendations were 
considered later in that same year by an International Conference on Customs 
convened by the Economic Committee of the League of Nations, and resulted 
in the formulation of the Customs Convention of 1923 which was subsequently 
ratified by some 34 countries. The United States was not a member of the 
League of Nations. It was, however, represented by five observers at the 1923 
International Conference on Customs, but the United States was not among 
the countries that ratified the 1923 Convention. 


United States Reciprocal Trade Agreements Program 


The United States took a significant step toward the recognition of the im- 
portance of the progressive reduction of trade barriers in 1934 when the Cordell 
Hull reciprocal trade agreements program was instituted. The original Recipro- 
eal Trade Agreements Act authorized the President to enter into foreign trade 
agreements with foreign governments “whenever he finds as a fact that any 
existing duties or other import restrictions of the United States or any foreign 
country are unduly burdening or restricting the foreign trade of the United 
States.” *  [Italies ours. ] 

During World War If, the importance of the reduction of trade barriers was 
recognized in the Atlantic Charter, the Master Lend-Lease Agreements, and 
in & more concrete manner here in the United States, by the total exemption 
from duty of war emergency importations by certain governmental agencies 
and the duty-free importation of various materials as a result of Congressional 
and Executive action. The integration of production of war materials by 
arrangements between the United States and Canada was an outstanding ex- 
umple of trade barrier removal. 


Proposals for the Expansion of World Trade and Employment 


Shortly after the end of World War II, the United States issued an historic 
document “Proposals for the Expansion of World Trade and Employment.” ? 
(mong other things, this document contained the following significant 
observation : 

“The common interests of countries in world trade are obvious 
Trade connects employment, production, and consumption and facilitates all 
three. Its increase means more jobs, more wealth produced, more goods 
to be enjoyed. Countries should therefore join in an effort to release trade 
from the various restrictions which have kept it small. If they succeed in 
this they will have made a major contribution to the welfare of their peoples 
and to the success of their common efforts in other fields.’ [Italics ours. ] 


* * * 





* Section 350, U.S. Tariff Act of 1930, enacted June 12, 1924 
U. S. Department of State Publication 2411, Commercial Policy Series 79. issued 
December 6, 1945 
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The Proposals for the Expansion of World Trade and Employment included 
a suggestion that an International Trade Organization be formed under the 
United Nations. In consequence, the Economic and Social Council appointed 
u Preparatory Committee, consisting of 17 nations, which met at London in 
October 1946 to prepare a Draft Charter for the LT.O. Further work on the 
draft charter was accomplished at Lake Success, N. Y.. by a technical drafting 
committee, and at a further meeting of the Preparatory Committee held at Geneyy 
from April to October, 1947, The Geneva draft of the Charter was finally snub 
mitted to a full-scale Conference which was convened by the Economic anc 
Social Council at Havana in November 1947. After four months of effort to 
produce a Charter acceptable to the majority of the delegations, the Conferenc 
reached agreement on March 24, 1948, on the terms of a proposed Charter which 
Was signed by 34 of the national delegations represented. 


General Agreement on Tariffs and Trade 


During the Geneva meetings from April to October 1947, a separate meeting of 
great importance took place. Twenty-three countries, including the United 
States, were engaged in the negotiation of a General Agreement on Tariffs and 
Trade. These negotiations involved 16 customs areas which, prior to the wa 
accounted for three-quarters of all world trade. The agreement reached in 
corporated, on a multilateral basis, the results of negotiations carried on simnn! 
taneously between 106 pairs of countries, and covered more than 45,000 items 
accounting for about two-thirds of the prewar trade among the countries in the 
group. Thus, the General Agreement on Tariffs and Trade involved reciproc:! 
tariff and trade concessions applicable to one-half of the entire prewar volume 
of international trade. The concessions, consisting of substantial reductions in 
duties on some products, the binding of low rates of duty on others, and the bind 
ing of free entry on still others, are even more significant because the Contract 
ing Parties also agreed to extend all concessions to non-participating countries 
under a general application of the “most-favored-nation” treatment of inter 
national trade. 

A further accomplishment at Geneva was the inclusion in Part II of the Ger 
eral Agreement on Tariffs and Trade of general provisions designed to saf 
snuard the tariff concessions made by preventing the participating countries, 
known as “Contracting Parties,” from resorting to preferential arrangements or 
other forms of discrimination or restriction. Moreover, all existing preferences 
were “frozen” at the level prevailing on April 10, 1947, the opening date of th 
necotiations, As neted in the report of the special subcommittee of the Cor 
mittee on Foreign Affairs of the United States House of Representatives “progress 
toward a general organization of world commerce was forwarded at Geneva not 
alone on paper but alse in concrete accomplishments.” * 

Part Il of the General Agreement on Tariffs and Trade contains practical 
the same general commercial provisions relating to restrictive methods 
customs administration and the simplification of customs formalities as thos: 
contained in section E of the Havana I. T. 0. Charter. In this connection 
disturbing statement was made in the Fulton-Javits report as follows: “This 
yeneral agreement is to be regarded as an agreement entered into in anticipatior 
of early acceptance of the charter of the International Trade Organization. It 
is to be assumed that the agreement would be generally abandoned if the Charter 
should be put aside.” ‘ 

The General Agreement was put into effect by the signature of 22 of the 
participating countries of a Protocol of Provisional Application. The remair 
ing country, Chile, has been given until February 17, 1949, to sign the Protoco! 
The Protocol provided that Part IT of the Agreement was to be effective to the 
“fullest extent not inconsistent with existing legislation” of each signatory 
country. 


The “Contracting Parties” 


On the other hand, the General Agreement on Tariffs and Trade does in fa: 
setup a new international trade body, even though only on a provisional basis 
as the result of the negotiations and acceptance of its terms by 22 importa: 
trading nations, with acceptance by Chile making it 23 countries. Furthermor: 

Renort by Tlon. James G. Fulton, Pennsylvania, and Hon. Jacob K. Javits. New Yor! 

on “The International Trade Organization”—Subcommittee Print, 80th Congress, 21 
Session, October 22, 1948 page 6. 

‘Page 7 of above report 


1 
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13 other countries have expressed a desire to negotiate tariff concessions with 
the present “Contracting Parties” as a prelininary step to the accession of these 
countries to the General Agreement. These negotiations are scheduled to begin 
at Geneva on April 11, 1949. 

A good indication that the “Contracting Parties” to the General Agreement are 
in a position to function independently to promote international trade develop- 
ment was given at the meetings held at Geneva from August 16 to September 14, 
1948. At this meeting, arrangements were made for an orderly adjustment of 
a few of the tariff concessions originally made, procedures were adopted for 
bringing additional countries into the Agreement, and several very practical 
problenis involving quota restrictions and preferential treatment were settled 
to the satisfaction of all countries concerned, 


The General Commercial Provisions 


The Committee on Customs Technique of the United States Associates is im 
pressed with the soundness of the provisions of the General Agreement which 
relate to the general commercial provisions, The fact that the principles therein 
contained have been accepted on a provisional basis by 22 countries and have 
attracted the favorable attention of 14 other countries is significant. Com 
ment on the corresponding provisions in the ITO Charter is made in the Fulton 
Javits subcommittee report as follows: 

‘These articles cover the red tape which the importer must go through 
in getting his products into a particular country. These regulations are 
usually so detailed and complex as to enable the importing country to bring 
about covert discrituinations. The object of the charter is to simply require- 
ments and make them uniform as applied to traders of all member countries. 
Though these provisions are not among the controversial items of the char 
ter, their combined importance makes them among the most significant p: irts 
of the charter from the standpoint of unshackling world trade *— * 
[italics ours. | 

In view of the acceptance of the general commercial provisions of the proposed 
ITO Charter by as many as 54 national delegations at Havana and the Yact 
that these same provisions are contained in the General Agreement on Tariffs 
and Trade, it is the conclusion of this Committee that every participating coun 
try represented at Havana, and surely those which signed the Protocol of Pro- 
visional Application to the GATT, should immediately examine their laws in 
the light of the principles contained in the general commercial provisions and, 
based upon such eXamination, take definte legislative action to bring those laws 
and regulations in conformity thereto This course of action appears desirable 
regardless of the ultimate fate of the ITO and regardless of whether or not the 
General Agreement on Tariffs and Trade continues on a provisional basis or at 
tains a definitive status 





Canadian Action 


In this connection, it should be noted that Canada, a “Contracting Party” to 
the General Agreement has taken an important step in line with the general com 
inercial provisions of the Agreement. On June 30, 1948, the Canadian Parliament 
passed an Act to amend the Canadian Customs Act with respect to valuation for 
customs purposes. The express purpose of this legislative action was to change 
the Canadian law in an attempt to conform to Article VIL of the General Agree- 
ment. 

PURPOSE OF THIS REPORT 


The purpose of this report is to recommend in some specific detail, early action 
i the United States Congress to amend the Tariff Act of 1830 and related laws 
in such manner as to conform to the sound commercial principles of the Genera! 
\greement on Tariffs and Trade. 

The Fulton-Javits report points the way in an outline of what is required : 

“(2) * * * amendment of section 508 of the Tariff act of 1930 to 
require a finding of injury as a condition for levying countervailing duties,” 
(3) * amendment of section 402, Tariff Act of 19380, which 
generally places valuation on either the wholesale price of goods in the 
country of export when seld for home consumption or the wholesale price 
§ See Press Release No. 766, U. S. Department of State, issued Sept. 22, 1948. 
®See Page 14, Report on “The International Trade Organization,” supra, 
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in the country of export when the goods are sold for export to the Unired 
States—whichever is higher. It would also require an amendment of sv 
tion 522 of the Tariff Act of 1980, which makes mint par values the ¢) 
version basis for customs payments,” 

“(5) * * * (This) would require change in United States law so » 
to permit marking at time of importation rather than prior to importatic, 
on certain items. Paragraphs 354, 355, 357-361, and 1553 of the Tariff \. 
of 1980 would apparently have to be changed.” * 

These suggested changes in our tariff law to conform with the General Agri. 
ment were also outlined in an article in The American Importe r which was pub 
lished several weeks before the Fulton-Javits report was issued.* 

The desirability of early changes in the American tariff to meet the principles 
of the General Agreement and the current trend of international negotiations 
the subject of the simplification of customs formalities were also the subject «: 
a recent article in the American Import-Export Bulletin. 

This Committee submits the following detailed recommendations, and begs leay: 
to explain that the complexity of the specific suggestions advanced accounts fo: 
the length of this report. 


1. Countervailing Duties 

Section 308 of the Tariff Act of 1980 should be amended so as to provide that 
no countervailing duties shall be imposed to offset subsidization of foreign exports 
to the United States unless it is determined by an investigation, which shou 
include a public hearing at which interested parties may appear, that the export 
subsidization is such as to cause or threaten material injury to an established 
domestic industry which is efficiently and economically operated, or to prevent 
or materially retard the establishment of an economically sound industry. 

Such investigation should logically be conducted by the United States Tarif 
Commission, with a report of its findings made to the Secretary of the Treasury 
Section 308 should also be amended to preclude imposition of countervailing 
duties by reason of the exemption of the imported products from duties or taxes 
on like products when destined for internal consumption in the foreign country 
of supply. A further amendment to Section 305 is needed to cover special =: 
tions where the stabilization system outlined in paragraph (6) of Article VI of 
the General Agreement on Tariffs and Trade is in operation. In any investica 
tion by the Tariff Commission such as suggested, it should be provided that 
finding of material injury to a domestic industry may not be predicated on exports 
under the stabilization system. 


2. Valuation for Customs Purposes 

Section 402 of the Tariff Act of 1930 relating to value should be thorough 
revised to conform to the principles of Article VII of the G. A. T. T. whic! 
provides that ad valorem duties be assessed on “Actual Value” as defined, or the 
nearest ascertainable equivalent of such value. 

This change in the basis of valuation is perhaps the most important revisior 
in our laws that will be required to make our tariff consistent to the provisions 
of Part II of the G. A, T. T. 

The desirability of an alternation in the present system of arriving at dutiahle 
value, for the purpose of providing a more equitable and workable method ©! 
appraisement of imported products subject to ad valorem rates of duty, wes 
pointed out as long age as May 1945 by the National Council of American I 
porters” and more recently by a study made by Allerton de C. Tompkins, 
member of this Committee, and in a recent book by R. Elberton Smith.” The» 
three separate studies all reach the conclusion that “foreign value’—the hom 
market price of such or like products for internal consumption in the country 0! 


7 Page 15, Report on “The International Trade Organizé ition,” * supra. 

* Some Commercial Provisions of the Geneva Agreement” by Harry S. Radcliffe, FE 
tive Secretary, National Council of American Importers, in June-July 1948 issue 
imerican Importer. 

'“The Tariff Act of 1930, as NOT Amended” by Harry 8S. Radciiffe, Executive Secret 
National Couneil of American Importers, in December 1948 issue of American Import-F +) 
Butte tin 

’“Customs a trative Law—Suggested ( “‘hanges in the Special and Administrat 
huhaene of the Tariff Act of 1930 as Amended.” A report submitted to the United 5S! 
Ts ariff Commission, May 3, 1945 

“Proposed Revisions in the Dutiab le Value Laws of the United States” submitted t 
U nites States Associates of the I. C by Allerton de ©. Tompkins. 

7“Customs Valuation in the United States” by R. Elberton Smith, published |! 
University of Chicago Press, November 1948. 
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supply—should be eliminated, and that “export value” with some improvements 
in the present definition of that term should be adopted as to the primary basis 
of value. The studies by the Council and Mr. Tompkins also suggest the use of 
a “United States value.” with a revision of the present definition of that term, 
as a secondary basis of value. The Tompkins study suggests the elimination of 
“cost of production” as a method of determining dutiable value, and advocates 
the adoption of a new “Fair Commercial Value” basis as a final resort where 
neither the “export value” nor the “United States value” can be applied to the 
import transaction. Both Mr. Smith and Mr. Tompkins rule out the “American 
selling price” basis of valuation as inconsistent with Article 35 of the ITO 
Charter (almost the same in text as Article VII of the GATT). 

The following detailed amendments to the Tariff Act of 1980 should, in the 
opinion of this Committee, be made: 

(a) Section 402 (2) defining “Amerienn Selling Price” should be deleted in 
view of Paragraph 2 (a) of Article VII of the GATT prohibiting a value 
based on merchandise of national origin. Such deletion will require the corre- 
sponding deletion of section 336 (b) relating to “flexible tariff procedure where 
the United States Tariff Commission finds upon investigation that costs of 
production of any domestic article and of any like or similar foreign article 
cannot be equalized by an increase of 50 per centum of the rates expressly 
tixed by statute. 

The elimination of “American selling price” as a basis for the determination 
of dutiable value would also require amendments to paragraphs 27 and 2S of 
the tariff relating to coal tar products and a revision of some Presidential proe- 
lamations that have been issued pursuant to section 336 where the proclaimed 
rate of duty is based on the American selling price. In connection with these 
amendments, consideration would be necessary of appropriate adjustments to 
provide a new rate of duty based on “export value” to offset in whole or in 
part the difference in the amount of duty which would otherwise result from 
the elimination of the “American selling price” value base. Such a contingeney 
was forseen at Geneva and a special provision for such rate adjustment is 
contained in the last item under the General Notes following Schedule XX of 
the GATT.” 

(b) Section 402 (f) defining “Cost of Production” should be deleted. This 
basis of value has always been unsatisfactory to customs administrative officials 
and a cause for resentment on the part of foreign governments and foreign 
shippers because its determination on an accurate basis depends upon an inves 
tigation of the foreign producer's cost of materials, fabrication, manipulation 
or other processes of manufacture; his usual overhead expenses: the cost of 
his containers and other export packing costs; and the finding of the “profit 
which is ordinarily added * * * by manufacturers or producers in the ecoun- 
try of manufacture or production who are engaged in the production or manu- 
facture of merchandise of the same class or kind.’“  [Italies ours.| These 
facts can only be obtained with certainty by a searching examination of the books 
and records of foreign producers by United States Treasury attachés. 

The Committee on Appropriations of the House of Representatives, in fact, 
suggested in connecton with the appropriation made for Treasury Department 
operation for the fiscal year July 1, 1947 to June 30, 1948, that the Customs Agency 
Services abroad be eliminated.” Even if it could be satisfactorily ascertained, 
the “Cost of Production” as defined in section 402 (f) is not a suitable substitute 
for the nearest ascertainable alternative for “Actual value” as defined in para- 
craph 2 (b) of Article VII of the GATT. 

(ec) Section 402 (c) defining “Foreign Value” should be deleted. The pro- 
vision of paragraph 2 (b) of Article VII of the GATT sets forth the principle 
that: 

“Actual value” should be the price at which * * * in the ordinary 
course of trade, such or like merchandise is sold or offered for sale under 
fully competitive conditions. To the extent to which the price of such or 
like merchandise is governed by the quantity in a particular transaction, 
the price to be considered should uniformly be related to either (i) com 
parable quantities, or (ii) quantities not less favourable to importers than 
those in which the greater volume of the merchandise is sold in the trade 
between the countries of exporation and importation.” 


*Schednle XX of the General Agreement on Tariffs and Trade—General Notes, page 
6%. item 5 

™ Section 402 (f) (4), Tariff Act of 1930, as amended 
, ‘Statement by Representative Gordon Canfield, Chairman, House Subcommittee on 
\ppropriations for Treasury and Post Office, Congressional Record of March 24, 1947 
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Thus, a value bese wholly dependent upon the distribution of like products fy. 
internal consumption in the country of production or supply is repugnant to 
the concept of “Actual value” which refers to the price uniformly applicab\; 
to either comparable quantities, or to quantities not less favorable to importers 
than those in which the greater valume of merchandise is sold in “the trad 
betiveen the countries of exportation and importation.” 

Aside from the impossibility of reconciling our present “foreign value” 
the principles of the GATT because of the frequent variations between | 
usual quantities involved in home market and expert transactions, it) mus: 
be noted that the use of “foreign value” as a basis for the determination «/ 
dutiable value has additional defects. 

A statement on a certified invoice that “The home market prices are in no case 
higher than the invoiced prices” is not conclusive. Customs appraisers a) 
required to find as the primary dutiable value the “foreign value” or the “expo 
value,” whichever is higher. The “foreign value” is specifically defined in sect 
102 (¢) and its meaning has been determined by decisions of our Customs Cou: 
with some tine shadings of the wording with which hardly any foreign export 
should be expected to be familiar when he certifies to the printed or typewritt, 


‘ 


The appraiser is relieved by law (Csecti: 


will 


statements on his consular invoice. 
MP (ad (10) from considering as conclusive statements on any invoice, atftiday 
declaration, or other documents in arriving at his determination of dutiahb) 


value. Hence, the only sure way of finding the * foreign value” as defined in thy 
tariff and as interpreted by court decisions is not only to make an investigatio 
ubroad of the sales for home market consumption of the imported article b 
the foreign supplier or shipper, but also to extend such investigation to co\; 
aby sales in wholesale quantities for home consumption of all articles that a 

technically “similar” to that article, regardless of who produced them, 

(d) “Export Value” as defined in Section 402 (d) should be revised to con 
form in every essential respect to the GATT definition of “Actual value” Thy 
revision of the present definition would involve a shift of emphasis fron 
the “market value or the price * * * at which such or similar merchandise is 
freely offered for sale to all purchasers * * * in the usual wholesale quant) 
ties,” “to the price at which * * * = sneh or like merchandise is sold or olvered 
for sale under fully competitive conditions” with adequate provision for the 
consideration of quantities not less favorable to the importer than those in whic! 
the greater volume of that class of merchandise is sold for export to the United 
States. Although comparable quantities are permitted to be considered under 
the definition of “Actual value,” this Committee believes that the use of con 
parable quantities would be unwise, for the large importers might deal in larger 
quantities with some price advantage not available to smaller importers wl) 
buy small quantities. 

The provisions of paragraph 2 (b) of Article VII of the GATT are inter 
preted in Annex I of the Agreement to permit the assessment of duty uniforn 
either (1) on the basis of a particular exporter’s prices of the imported mer 
chandise, or (2) on the basis of the general price level of like merchandis: 
The interpretative notes in Annex I also permit the exclusion of any transaction 
wherein the seller and buyer are not independent of each other and where the 
price is not the sole consideration, and allows the exclusion from consideratio 
of a distributor's price which involves special discounts limited to execlusi 
avents, 


NCAT Proposals 


In the snevestions for changes in “export value” made by the National Coun 
of American Importers,” three principal changes in the definition were include 
(i) That the “market valne” shall be the price at which such or simi 
merchandise is freely sold, or in the absence of any sales, the price at whi 

it is freely offered for sale. 

(ii) That the sale, or in its absence the offer for sale, be “in the us: 
wholesale quantities and in the ordinary course of wholesale trade” 

(iii) That where merchandise is not in stock and ready for delivery 
is to be manufactured or produced pursuant to orders for some future ( 
livery, then offers for sale shall not constitute “export value” until deliveri: 
shall have begun at such quoted prices. 


‘Section 402 (d), Tariff Act of 1930, as amended 
Paragraph 2 ¢b), Article VII, General Agreement on Tariffs and Trade. 
*“Customs Administrative Law,” supra, page 7. 
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None of these suggestions is at variance with the principles for “Actual 
value” as defined in the G. A. T. T., but instead seem to be quite in harmeny 
with that value. 

The first one is directly in line with the words “sold or offered for sale” in the 
definition of paragraph ~’ (b>) of Article VIL. The other two are desirable refine 
ments designed to insure the use of a true commercial value in the ordinary 
course of wholesale trading in respect of goods that have been produced and 
can be delivered “under fully competitive conditions.” 


Vr. Tompkins’ Proposals 


The proposals advanced by Allerton de C. Tompkins neludes three other 
snevestions for the redetinition of the term “export value”: 

(i) That the emphasis be removed from offers for sale to a// purchasers 
in the usual wholesale quantities, and refer instead to offers for sale at the 
usual price for the usval quantity in the ordinary course of trade; also that 
retail or consumer prices be used in appropriate instances where there is 
no adequate wholesale market. 

(ii) That the word “similar” (like) be broadened so that adjustments in 
price can be made to compensate for differences in known price factors bhe- 
tween the imported article and the “similar” article, provided the differen- 
tinl in price can be readily determined, 

(iii) That the word “freely” in the phrase “freely offered for sale” be 
qualified to indicate that the value should not only be based upon prices or 
offers for sale that are made openly, and without collusion between any 
buyer and seller who are financially independent of each other, but also 
should not be construed to preclude the ascertainment of an “export value” 
where sales or offers for sale are made under government-approved con- 
trols, or where restrictions are imposed by the seller on resale, free use, or 
dominion over the merchandise, or where the seller confines his sales to 
selected purchasers, presumably including independent exclusive agents 

The first proposal made by Mr. Tompkins is squarely in line with the prin 
ciple in the definition of actual value as the price at which such or like mer 
vhandise is sold or offered “under fully competitive conditions” with regard 
for the quantities “in which the greater volume of the merchandise is sold in 
the trade between the countries.” ? 

The second proposal might have some merit in those cases where, as Mr. 
Tompkins suggests, the differential to be added or subtracted from a determin- 
able value is easily ascertained and limited to such relatively tangible factors 
as materials, quality, trade-marks or brand names, labor, shipping or export 
packing costs, or variations in the processing of the goods. The point is made 
that appraisers should have reasonable latitude in constructing an “export 
value” based on variable factors from a known “export value” for a given 
article in cases where an export value cannot be determined for the particular 
merchandise under appraisement but a satisfactory export value can readily 
be determined for related merchandise. In such cases, the application of readily 
determinable differentials to the known export value for one item will result 
in the export value for the related item. For example, if there should be an 
entry of bone china plates of 10 inches in diameter for which no export value 
can be established but there exists an export value for an S-inch plate, appraise 
ment could proceed on the basis of the regular differential in the trade between 
an S-inch and a 10-inch plate. 

The third proposal is the corollary to the interpretation of “Actual value” in 
Annex I of the G. A. T. T. which permits erelusion of transactions wherein the 
buyer and seller are not independent of each other and where the price is not 
the sole consideration. The idea that provision be made for the application 
of “export value’ to goods shipped to an exclusive agent of the foreign seller 
Where he is entirely independent of the seller; where the price represents a bona 
fide purchase and is, in fact, the sole consideration in the transaction; and also 
where ne special discounts limited to the exclusive agent are involved, was also 
put forth in the article in The American Importer to which reference has been 
made,™ 

“Proposals on Revision in the Dutiable Laws of the United States.’ supra 

* Paragraph 2 (b), Article VII. General Agreement on Tariffs and Trace 

“Some Commercial Provisions of the Geneva Agreements,” supra 
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Section 402 (d) 


In the amendments to section 402 (d) of our tariff needed to redefine “expo 
value’ to meet fully the principles of “Actual value” as defined in the GA‘ 
provision must be made to assure that the prices taken for appraisement 
uniformly related to quantities not less favorable to the importer than those 
which the greater volume of the merchandise is sold in the trade between 
foreign exporting country and the United States. This change will elimi: 

a long-standing source of difficulty for American importers; for the phrase 
the usual wholesale quantities” has been interpreted to mean the greater num 

of transactions at a wholesale price rather than the greater volume invo! 

in such sales. This problem has, however, been more common in conne: 
with a tinding of “foreign value,” as frequently sales for home market consu 
tion are made both to jobbers and to retailers at different prices. Where this 
type of distribution is customary, the wholesale price to retailers is usn 
higher than the wholesale price to jobbers and the number of sales to reta 

is normally greater than the number of sales to jobbers. 

Paragraph 2 (b) of Article VIL of the GATT also requires that the va 
for customs purposes should not include the amount of any internal tax, applical) 
within the country of origin or export, from which the imported product |! 
been exempted or has been or will be relieved by means of a refund. Althoug 
this aspect of the valuation problem is more acute when a home market valu 
is used, it might be well to provide against the inclusion of any such taxes in 
new definition of our “export value.” 

One final point regarding a new definition of “export value’ seems important 
That is, the change to meet the requirement that the actual value must appl: 
to merchandise sold or offered for sale “under fully competitive conditions.” | 
is recognized that legitimate export prices often exist where a strict interpreta 
tion of phrase “fully competitive conditions” might eliminate such prices fro: 
consideration. Thus, considerable skill must be employed in drafting the new 
detinition of “export value” to avoid this pitfall, 

(e) “United States Value” as defined in Section 402 (e) of our tariff law 
should be amended so that it may serve as the nearest ascertainable equivalent 
of the “Actual value” as defined in the GATT. Mr. Tompkins sugzested th 
deductions be made from those sales that are the basis of “United States Value’ 
for all actual costs, charges, and expenses that would not form a part of “export 
value,” to the end that the “United States Value” should reflect a fair equivalen 
of “export value.” 

The principal changes needed were suggested by the National Council of Amer 
can Importers in 1945.” Briefly stated, these are: 

(i) That the value be based primarily on the price at which the importe: 
merchandise is freely sold, and only in the absence of such sales, on thy 
price at which it is freely offered for sale in the principal market or marke! 
of the United States. 

(ii) That the United States Value be determined on the basis of the tim: 
of exportation of the merchandise being appraised. 

(iii) That allowances to be deducted from the price at which the importe: 
merchandise is sold or offered for sale in the United States should ineluc: 
not only the cost of transportation, insurance, other necessary expenses from 
the place of shipment to the place of delivery and the duty, but also 
realistic allowance for the actual commission which is paid or agreed to br 
paid on consignment goods, or for the total markup usual in sales for do 
mestic consumption under the same trade conditions of merchandise of th: 
same general character as the particular merchandise under appraisement 


, 


Delay in Appraisal 


The finding of a proper “United States Valne” based wpon the selling price 
of the imported article in the markets of the United States at a time when the 
shipment of goods under appraisement is being exported from the foreign country 
to United States raises a special problem. To meet this situation, Mr. Tompkins 
has suggested that the law be amended in such a way that the actual United 
States sales price of the imported article be used by withholding appraisement for 
a reasonable time until the bulk of the shipment has been sold by the importer 
and the actual prices realized may then be used as the starting point in th 
computation of United States Value. 


= “Customs Administrative Law,” supra. 
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It must be remembered that any changes made in the definition of “United 
States Value” should be aimed to provide the “nearest ascertainable equivalent” 
of actual value us defined in the GATT. Therefore, the value must relate 
to sales under “fully competitive conditions” and must also be related to quanti- 
ties not less favorable to importers than those in which the greater volume 
of the merchandise is sold in the trade between the foreign country of supply 
and the United States. Also the prohibitions against the inclusion of internal 
taxes and arbitrary of ficitious values must be recognized, even though it may 
be a remote possibility. 

(f) Section 402 should be amended to provide for a fair commercial value 
where neither an “Export Value” nor a “United States Value” can be ascertained 
In the amendment of section 402 to bring our law into complete conformity 
with the principles of Article VII of the GATT, it will undoubtedly develop 
that a newly defined “export value” as a primary base, and a_ revised 
“United States Value” as a secondary base will not cover all cases. For example, 
the merchandise may be shipped to a branch in the United States wholly owned by 
the foreign exporter to be consumed as raw materials by that branch rather than 
to be resold. The exportation might not involve a sale or offer for sale by the 
shipper abroad, and thers would be no sale or offer for snle in the United States, 


Specific Authority to Appraiser 


To meet all situations where neither an “export value” nor a “United States 
Value” can be ascertained in accordance with the new definitions of these terms, 
Mr. Tompkins has suggested ~ that specific authority should be given to all 
appraising officers (appraisers and customs courts) to ascertain or estimate by 
all reasonable ways and means in their power a “fair commercial value” repre- 
senting a fair and reasonable export value for the goods being appraised. It is 
pointed out that the United States appraiser is now authorized by section 500 
(a) (1) of our tariff law to appraise merchandise “by ascertaining or estimating 
the value thereof by all reasonable ways and means in his power.” However, 
the customs courts have not been given this additional power with the result that 
an importer cannot obtain relief from a excessive appraised value found by the 
appraiser where a statutory value does not exist. In connection with this new 
“fair commercial value,” Mr. Tompkins further sugggests (1) the courts should 
he authorized to find a higher, or a lower “fair commercial! value” without any 
presumption of correctness attaching to the value found by the appraiser at the 
port of entry; and (2) only the importer or his agent (not the collector of the 
port) should be permitted to appeal to the courts for a reappraisement based 
solely upon a different “fair commercial value.” 

(7) Amendment of our Tariff Law along the lines suggested in this report will 
also require the amendment of Section 402 (a) of our tariff to provide a new 
basis of valuation. This should be as follows: 

(1) The export value; 

(2) If the appraiser determines that the “export value” cannot be satis- 
factorily ascertained, then the “United States Value”; 

(3) If the appraiser determines that neither the “export value” nor the 
“United States Value” can be satisfactorily ascertained, then the “fair 
commercial value.” 


Conversion of Foreign Currency for Customs Purposes 

Section 522 of the Tariff Act of 1980 should be revised in some fundamental 
respects to conform to the principles set forth in Paragraph 4 of Article VII of 
the GATT. 

Paragraph 4 relates to the rate of exchange to be used where it is necessary 
for a “contracting party” to convert into its own currency a price expressed in 
the currency of another country. It is to be particularly noted that these pro- 
visions specifically refer to paragraph 2 of the same Article which sets forth 
the principle of “Actual value,” or the nearest ascertainable equivalent of such 
value, and prohibits the use of any arbitrary or fictitious value for customs 
purposes. 

Paragraph 4 (a) of Article VII of the GATT provides that the conversion 
rate of exchange to be used shall be based upon the par ralues of the currencies 
involved as established pursuant to the Articles of Agreement of the Interna 


—————$ 


= “Proposed Revisions in the Dutiable Value Laws of the United States,” supra 
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tional Monetary Fund, or by special exchange agreements entered inte pursus 
toe Article NV of the GATT. Paragraph 6 of Article XV provides for speci 
eXchange agreements between the contracting parties which are members «| 
the Monetary Fund and any contracting party which is not a member of thy 
bund, fails to become a member of the Fund within a specified time, or whi: 
ceases to be a member of the Fund, 

Paragraph 4 (b) of Articie VIL provides that where no such par value has be: 
established, then “the conversion rate shall retlect effectively the current va 
ef such currency in commercial transactions.” 

Paragraph 4 (¢) of Article VIT deals with the situation where dual or multip): 
rates of exchange are maintained. It provides for the formulation of ru! 
by the contracting parties, in agreement with the Fund, to govern the conversi, 
of multiple rates. Any contracting party is permitted to apply such rules as , 
alternative to the use of par values. Until such rules are adopted, rules of « 
version which are designed to reflect effectively the value of such currency 
commercial transactions may be used by any contracting party for dealing w 
multiple rates of exchange situations. Finally, it is provided in paragraph 4 (< 
that nothing in paragraph 4 should be construed to require a change of the prese) 
method of currency conversion if such alteration would have the effect 
increasing generally the amounts of duty payable. 

Our tariff law, in section 522, provides for the conversion of foreign currency 
at the rate of exchange proclaimed quarterly by the Secretary of the Treasury 
These proclaimed rates represent the values of the standard coins placed 
circulation by the nations of the world as estimated quarterly by the Director of 
the Mint on the basis of the pure metal content of such foreign coins of standard 
Value. Since the United States Ceparted from the gold standard early in 1934, 
the quarterly estimate by the Director of the Mint and the proclamation by thy 
Secretary of the Treasury have had no practical application to the conversion of 
currency for customs purpeses. For example, the British pound sterling has 
been proclaimed quarterly under the provisions of section 522 (a) at a valu 
of SS.2597 while it has been pegged at an “official” rate by the British Government 
at about S4.055 per pound sterling and has been maintained close to that value 
since January 1940.% 

As an alternative basis for conversion of currency section 522 provides th 
if no (mint par) value has been proclaimed for a particular foreign currency, o 
in cases where the proclaimed value varies by 5 per centum or more from a value 
measured by the buying rate for cable transfers in the New York City market at 
noon on the day of exportation, conversion shall be made at such buying rate 
The buying rate for cable transfers is determined by the Federal Reserve Bank 
of New York, and certified to the Secretary of the Treasury. In making i's 
determination, the Federal Reserve Bank is authorized, in its discretion, (1 
to take into consideration the last ascertainable transactions and quotations 
whether direct or through exchange of other currencies, and (2) if there is n 
market buying rate for such cable transfers, to calculate such rate from actus 
transactions and quotations in demand or time bills of exchange. Where thy 
date of exportation falls on a Sunday or holiday, the buying rate at noon on the 
last preceding business day is used. No provision is made in section 522 | 
dealing with multiple-rate situations. 

The principal amendments to Section 522 necessary to bring our tariff in fu 
conformity to Paragraph 4 of Article VII of the GATT are (1) the complet: 
elimination of quarterly findings by the Director of the Mint of rates 
exchange based upon the metal content of foreign coins—a system that dates 
back to the act of February 9, 1793 (1 U.S. Statutes 300)—and the substitution a- 
the primary method of conversion, the use of the par values as established put 
suant to the Articles of Agreement of the International Monetary Fund, or by) 
special exchange agreements entered into pursuant to Articles XV of thy 
General Agreement on Tariffs and Trade, and (2) prevision fer the co 
version of dual or multiple rates of exchange by some method designed to retle: 
effectively the value of foreign currencies in commercial transactions, 

The use of par values established under the Articles of Agreement of thy 
Fund, or by special agreements between one contracting party and the co! 
tracting parties which are members of the Fund, as a primary basis for (tl 
conversion of foreign currency is a step forward not only because the system 


‘Geld Reserve Aet of 1954 
* See Treasury Decisions such as, for example, T. D. 51773 and T. D. 51772 in Vo 
S82. Pages 258 and 256 
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required under section 522 (a) and 522 (b) has become a dead letter in our tariff 
law, but also because the general adoption of such Monetary Fund par values by 
the United States and other contracting parties will strengthen the prestige of 
the Fund which has for its long-range purpose the stabilization of rates of 
exchange. Furthermore, par values establish under the Articles of Agreement 
ean readily be ascertained by customs authorities and importers as they receive 
sufficient publicity at all times, Whether or not the Fund par values should 
be proclaimed by the Secretary of the Treasury on a quarterly basis, or pre 

claimed from time to time as new pur values are established, or as previousl\ 
established par values are altered should receive consideration Phis Commiittes 
ivers the issuance of Treasury Docisions relating to pa al prompely 
whenever any change occurs in the Monetary Fund par value, Ww hie ver the pri 
values established under special agreements by contracting 

Known, 


Prociaimed Rate oT BEarchaniue 


Where no par value has been established under the Articles of Agreement 
of the Monetary Fund or by special agreements, it would appear that the present 
use of the daily buying rate for cable transfers and demand or time bills as 
determined by the Federal Reserve Bank of New York City does retlect etfer 
tively, in the main, the value of the currencies in commercial transactions Phe 
daily buying rate, however, often fluctuates slightly from day to day, and there 
by cuuses confusion and difficulty to all parties who use this rate for customs 
purposes, It is recommended that the Secretary of the Treasury in cooperation 
with other interested agencies (Conmumerce, State, and Federal Reserve Bank), 
select or determine every three months for each country where no par value 
has been established, a proclaimed rate of exchange. This proclaimed rate 
should be used for customs purposes wherever the daily buying rate does not 
vary by more than 5 from it, and it should be based, with due regard to 
recent trends and changes in exchange rates, upon an average of the daily 
buying rates in effect during the previous quarter. A new proclaimed rate 
should be selected for the balance of the quarterly period wherever the daily 
buying rates shows a steady variation of more than 5‘. from the rate pre 
claimed at the beginning of a quarter, 

A minor amendment should also be made in section 522 (¢) which would au 
theorize the Federal Reserve Bank to ascertain the conimercial buying rate by 
taking into consideration the last ascertainable transactions and quotations 
outside the United States in or for foreign exchange payable in United States 
currency, or through the exchange of other currencies, when there exists ne 
buying rate for cable transfers on the New York City market at noon on a given 
day of exportation, and also when there are no transactions or quotations for 
demand or time bills of exchange on that market on that day. 


Dualor Multiple Rachange Rates 


The multiple-rate situation, which is all too common these days and which 
is further complicated by the known existence of so-called “black-market rates” 
Which differ from either “official,” “free” or “special” rates established by 
various foreign countries, requires very careful consideration by the Congress 
to the end that whatever method is finally adopted will meet the following basic 
requirements of Article VII of the GATT: 

(a) The method must not result, when applied to “Actual value,” in an 
arbitrary or fictitious valuation. 

(b) The method should result in a finding of the value of foreign cur 
rencies in commercial transactions. In short, a commercially realistic rate 
must result. 

(¢) Provision should be made, if possible, so that the method adopted 
will be flexible enough to permit a quick change to any other method re 
quired by the ru/cs to be formulated by the contracting parties to govern the 
conversion of any foreign currency “in respect of which multiple rates of 
exchange are maintained consistently with the Articles of Agreement of the 
International Monetary Fund.” * 

The United States Congress made an effort in the early part of 1947 to amend 
section 522 by a bill, H. R. 3810, which was unanimously passed by the House of 
Representatives, but which failed to receive approval by the Senate. This 
failure was due chiefly to the fact that the bill had been introduced at the request 


Paragraph 4 (c), Article VII, General Agreement on Tariffs and Trade 





732 SIMPLIFICATION OF CUSTOMS ADMINISTRATION 


of the Treasury Department with the understanding that it was noncontrovers 
legislation, but after passage by the House, it became controversial by reason « 
demands for amendments to the bill advocated by certain interested parties 

This bill provided, among other things, for the addition of a new subdivisi: 
(d) to section 522 which read as follows : 

“(d) Dual or Multiple Exchange Rates.—When there are on any 4; 
dual or multiple exchange rates, either in the New York market for exchany 
payable in the currency of a particular foreign country, or in that foreig 
country for exchange payable in the currency of the United States, or otly 
wise between the United States and that foreign country, the Federal Rese; 
Bank of New York may in its discretion ascertain or calculate, and certit 
to the Secretary of the Treasury, all or any of such rates for noon of sue} 
day and shall so ascertain or calculate and certify any other of such rat: 
which the Secretary of the Treasury shall request. For the purpose s 
forth in subdivision (b), if more than one of such rates are so certified, thy 
Secretary of the Treasury shall select from the rates certified, or shall othe: 
wise determine, a single rate of conversion of each currency for that da 
The rate so selected or determined for the currency of a particular foreiy 
country shall be as nearly representative as is practicable of the rate «! 
exchange, or the combination of such rates, used most generally in effecting 
the transfer of payment for commodities exported from that foreign conn! 
to the United States or in converting into the currency of such foreig: 
country such payment made in United States dollars or in the currency of »: 
other country. The rate so selected or determined shall not be lower than the 
lowest, nor higher than the highest, rate certified for the currency of sic! 
foreign country for such date, and may differ from any rate certified «1 
actually used in any transaction. If the date of exportation falls upon 9 
Sunday or holiday, then the rate so selected or determined for the last 
preceding business day shall be used. If the proclaimed value referred to i: 
subdivision (b) varies by 5 per centum or more from any one of the dual or 
multiple rates certified for the same currency, the proclaimed value shal! be 
disregarded, unless such proclaimed value varies by less than 5 per centum 
from the rate selected or determined. In the lattter case, conversion sha|! 
be made at the proclaimed value.” 

The purposes of proposed amendments advanced by representatives of sever. 
interested American groups were as follows: 

(a) That the bill containing a “saving clause’ 
the importer to judicial review is not abridged. 

(b>) That it be mandatory for the Federal Reserve Bank of New York 
to certify dual or multiple rates of exchange which affect commercial trans 
actions where such certification is pertinent to customs valuation, rather 
than the proposed certification of some of these rates only upon the specia 
request of the Secretary of the Treasury. 

(c) That where the rate of conversion for dutiable and nondutiall 
charges differs from the rate of conversion for the exported merchandis: 
the conversion rate for such charges should be that rate most genera!|) 
used. 

(d) Finally, and of greatest importance, that the bill authorize tl» 
finding of a single rate of conversion for each class or kind of merchandis 
instead of an average rate which might be higher than the commercially rea 
istic rate for some classes of commodities and lower than the rate genera! 
used for other classes of commodities in multiple-rate situations. This ) 
ticular suggestion broke the back of the proposed legislation as a nonco 
troversial issue because it was sought by the Treasury Department t! 
a finding of an average of dual or multiple rates for each particular | 
or kind of merchandise would compound rather than simplify the multip: 
rate problem. 

Had H. R. 3810 been enacted in 1947, the Secretary of the Treasury wo 
have been empowered independently to determine a single rate of exchange whi 
he found to be representative of the one most generally used in commerci 
transactions at the time of exportation of the imported merchandise. \ 
special procedure was contained in this proposed legislation for the manne 
in which the Secretary of the Treasury should arrive at these determination 
but it was made clear in the report by the House Committee on Ways «! 
Means” that the economic and monetary experts of the Treasury Department 


to insure that the right o 


1 


27 Report No. 689, House of Representatives, 80th Congress, Ist Session. 
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n consultation with representatives of other agencies, rather than the customs 
administrative officials, would work out the single representative rate. 

Inasmuch as any such uniform rate would necessarily be at best an average 
of the dual or multiple rates with weight being given to all the variable, in- 
cluding the imponderable, factors involved, there is a question whether such 
a “rule of conversion” would reflect effectively the value of such foreign cur- 
rency in commercial transactions, or might, instead, represent an arbitrary or 
fictitious value. On the other hand, the proposal had the merit of dispensing 
rough justice and furnishing the importer with a degree of certainty in his 
customs obligations, 


Judicial Review 


Nevertheless, the bill failed to become law as a result of the demand by inter- 
ested parties, chiefly customs lawyers, that H. R. 35810 be amended to insure 
an opportunity for judicial review. This appears to be a moot question. For 
if the Secretary of the Treasury were to have full authority to determine a 
single rate with no criteria as to the method of determination, it seems that the 
customs courts could hot sustain any protest against the method of determina- 
tion which had been used. The protestants could only Know which dual or 
multiple rates were involved, and would have no access to the details of the 
final formula which the economic and monetary experts of the Treasury used 
in their selection of a single rate, and thus would have no evidence to establish 
that the rate selected did not, in fact, represent the one used most generally 
in effecting the transfer of payment for commodities exported from that foreign 
country to the United States. 

A later suggestion by interested parties, including representatives of customs 
brokers and importers as well as customs lawyers, was that H. R. 3S10 be 
further amended to permit the finding of a single commercially realistic rate 
as to each class or kind of merchandise, rather than be limited to the deter- 
mination of a single rate for all commodities exported from a foreign country. 
The adoption of this suggestion would have had the advantage of eliminating 
any possible objections to an average rate which might, in fact, be higher than 
the realistic rate for some classes of commodities, and lower than the realistic 
rate for other classes of commodities exported from the same country at the same 
time. It would also have had the advantage of avoiding the use of average rate 
which might be either arbitrary or fictitious. 

The “eiass or kind” approach to the problem would have had the further ad- 
vantage of permitting a prompt solution for a multiple currency situation in 
general where the Secretary of the Treasury lacked detinite information as to 
only one or two commodities involved in a foreign country’s entire export trade 
with the United States. An illustration of this occurred in the decision issued 
by the Bureau of Customs in May 1948 with respect to the conversion of the 
Italian lire for customs purposes.” In this decision, it was found that the 
Italian lire should be converted, as a general rule, by the use of the value repre- 
senting 50 per cent of the “official” lire and 50 per cent of the “free” lire, but 
that for a woolen product exported from Italy between July 1, 1947, and No- 
vember 27, 1947, the conversion should he accomplished by the use of 25 per cent 
of the “official” and 75 percent of the “free” rate of exchange for the lire. It 
will be clear from this illustration that if a single rate of conversion as nearly 
representative as was practical of the rate of exchange, or a combination of 
such rates, had been established, then that average rate would obviously have 
heen an unrealistic rate when applied in the case of Italian wool products. 

}. Marks of origin 

\rticle IX of the GATT requires that each contracting party shall accord 
to the products of other contracting parties no less favorable treatment with 
regard to marking requirements than the treatment accorded to like products 
of any third country. Tt also provides that marks of origin should be permitted 
to be affixed at the time of importation, whenever it is administratiyely practica- 
ble to do so. It is provided, as a general rule, that no special duty or penalty 
shall be imposed for failure to comply with marking requirments prior to 
importation, unless corrective marking is unreasonably delayed, deceptive marks 
have been used, or the requiring marking has been intentionally omitted. Mark- 
ing laws and regulations should be such as to permit compliance without 


* Treasury Decision 51921, approved May 17, 1948, 
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seriously damaging the products, materially reducing their value, or unreas 
ably increasing their cost. Contracting parties shall cooperate with each ot! 
to prevent the use of trade names in such manner as to misrepresent the | 
origin of a product to the detriment of the distinctive regional or geogray)! 
names of products which are protected by the legislation of a contracting par 

Section S04 of our tariff seems to go even further than the GAT 
visions in minimizing the difficulties and inconveniences connected with m 
of origin. Under that section, imported articles may be exempt from the req) 
nents of marking if they are incapable of being marked: cannot be marked | 
to shipment withont injury: cannet be marked except at an expense econon 
prohibitive to their importation; if imported for use by the importer can 
intended for sale; if they are to he processed in the United States by th: 
porter (otherwise than for the purpose of concealing their origin) in suc! 
ianner that any mark required would necessarily be obliterated, destroye 
permanently concealed: if they are crude substances: or if the ultimate } 
chaser, by reason of the character of the imported article, or the cireumstay 
of its importation, must necessarily know the county of origin even tho 
not marked. It is also provided that articles may be excepted from our marking 
requirements if the container of the article will reasonably indicate the count 
or origin. A special duty of 10% ad valorem is imposed for noncomplin: 
with our marking requirements, but this duty does not apply if the merchand 
is exported, destroyed, or marked after importation under customs supervis 
prior to the liquidation of the entry covering the article. 

Nevertheless, certain paragraphs in our tariff contain special marking 
Visions that are not in harmony with the general marking provisions of 
ticle IX of the GATT. These are paragraphs 354, 355, 357, 358, 350. 360 
and 1553 of the Tariff Act of 1980. All of these paragraphs require that the 
imported merchandise shall be marked in the specified manner with the nar 
of the maker or purchaser and beneath the same the name of the country o! 
origin “when imported.” The term “imported” has been construed to mea) 
bringing an article into the country from outside regardless of the mode of 
bringing it. (Cunard v. Mellon, 262, U. S. 100, 121). The courts have als 
held that an importation is completed when the goods are brought within the 
limits of a port of entry with the intention of unlading them there.  <T. D 
vzszs 6C. CL) and T. DD. 24497 (C. C.)).) In the ease of U.S. v. Boshell (14 (1 
Cust. Appls. 275), it was held that the date of importation of goods thet 
entered in bond * * * is the date of the arrival of the vessel within 
limits of the port with intention to unlade and that it is not the date of entry 
neither is it the date when the goods are released from customs custody. A: 
cordingly, the goods covered by the paragraphs mentioned above us requiri: 
specified marking “when imported” cannot be marked at the time of impor 
tion or at any time thereafter, althongh it appears administratively practicabl: 
to do so. The provisions relating to marking in all these paragraphs shou 
therefore, be changed to permit marking under customs supervision afte 
importation has occurred, 


5. Internal Tares 

Article IIL of the GATT provides that the products of any contracti 
party shall be exempt from internal taxes or other internal charges of any 
kind in excess of those applied directly or indirectly to like products of nation: 
origin. 

The United States Internal Revenue Code should be carefully examined in 
the light of this principle, and such taxes as those on imported oleomargarin 
and imported “filled cheese.” under sections 2306 and 2356, and any other 
similar discriminatory taxes should be amended accordingly. 

Furthermore, the GATT provides in Article I for the general applicatic 
of the principle of most-favored-nation treatment, and each contracting part) 
also agrees to accord nondiscriminatory treatment to products of all other co! 
tracting parties not only in respect of tariffs but also as to internal taxes and 
all rules and formalities in connection with importation and exportation. Thy 
United States has long extended most-favoered-nation treatment to all import: 
A careful review of our tariff might, however, disclose provisions in conflict \ 
the principle of nondiscriminatory treatment. 

6. Formatities connected with importation 

Article VIIL of the GATT recognizes that fees and charges other 

duties, imposed in connection with importation, should be limited ino at 
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to approximate cost of services rendered and should not represent an indirect 
protection to domestic products. The contracting parties also recognize the need 
for minimizing the incidence and complexity of import and export formalities, 
and for decreasing and simplifying import and export documentation require- 
ments. 

This Committee, therefore, recommends at this time the following additional! 
changes in our tariff law: 

(a) Elimination of the additional (undervaluation penalty) duties in 
cases where the appraiser's value is higher than the entered value. In the 
event that such elimination is not feasible, the amount of the additional 
duty to be paid pursuant to section 489 of our tariff should be modified, and 
the Treasury Department should be given considerable administrative dis- 
cretion in its application. 

(b) Elimination of the presumption of fraud and the consequent seizure of 
goods under section 489 of our tariff when the appraised value exceeds the 
entered value by more than 100 percent. ” 

(c) Elimination of the entered-value minimum provision under section 50% 
of our tariff. The present law provides for the assessment of duty on either 
the entered value or the final appraised value whichever is higher. This Com- 
mittee believes that the final appraised value should control.” 
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Harvey S. Firestone, Jr., chairman, Firestone Tire & Rubber Co., Akron, Ohiv 

Charles T. Fisher, Jr., president, National Bank of Detroit, Detroit, Mich. 

R. G. Follis, vice chairman, Standard Oil Co. of California, San Francisco, ¢ 

Marion B. Folsom, treasurer, Eastman Kodak Co., Rochester, N. Y. 

James D. Francis, president, Island Creek Coal Co., Huntington, W. Va. 

John M. Franklin, president, United States Lines Co., New York, N. Y. 

Alexander Fraser, president, Shell Union Oil Corp., New York, N. Y. 

Robert M. Gaylord, president, Ingersoll Milling Machine Co., Rockford, Tl. 

L. M. Giannini, president, Bank of America National Trust & Savings Associa! 
San Francisco, Calif. 

Byron A. Gray, president, International Shoe Co., St. Louis, Mo. 

Eugene 8S. Gregg, vice president, Westrex Corp., New York, N. Y. 

Joseph M. Harttield, White & Case, New York, N. Y. 

R. S. Hecht, chairman, Mississippi Shipping Co., Inc., New Orleans, La. 

H. J. Heinz, 11, president, H. J. Heinz Co., Pittsburgh, Pa. 

W. L. Hemingway, chairman, Mercantile-Commerce Bank & Trust Co., St. Louis 
Mo. 

Paul G. Hoffman, Administrator, Economic Cooperation Administration, Was! 


‘ 


ington, D. C. 

A. B. Homer, president, Bethlehem Steel Co., Inc., Bethlehem, Pa. 

Charles R. Hook, president, The American Rolling Mill Co., Middletown, Ohio 

Amory Houghton, chairman, Corning Glass Works, Corning, N. Y. 

Graeme K. Howard, president, Ford International, Inc., New York, N. Y. 

G. M. Humphrey, president, M. A. Hanna Co., Cleveland, Ohio. 

C.D. Jackson, publisher, Fortune magazine, New York, N. Y. 

B. Brewster Jennings, president, Socony-Vacuum Oil Co., Ine., New York, N. \ 

Eric A. Johnston, president, Motion Picture Association of America, Inc., Was! 
ington, D. C. 

James S. Kemper, chairman and president, Lumbermen’s Mutual Casualty © 
Chicago, Il. 

Sigurd S. Larmon, president, Young & Rubicam, Inc., New York, N. Y. 

Charles Luckman, president, Lever Bros. Co., Cambridge, Mass. 

John L. McCaffrey, president, International Harvester Co., Chicago, I). 

Don G. Mitchell, president, Sylvania Electric Products, Inc., New York, N. Y 

James D. Mooney, chairman and president, Willys-Overland Motors, Inc., Tocde| 
Ohio. 

Sterling Morton, chairman, Morton Salt Co., Chicago, TI. 

Malcolm Muir, president, Newsweek, New York, N. Y. 

John J. O'Connor, vice president, Armour & Co., Chicago, TI. 

Irving S. Olds, chairman, United States Steel Corp., New York, N. Y. 

Arthur W. Page, New York, N. Y. 

Robert H. Patchin, vice president, W. R. Grace & Co., New York, N. Y. 

Clifton W. Phalen, vice president, American Telephone & Telegraph Co., 
York, N. Y. 

John H. Phipps, John H. Phipps Radio Stations, Tallahassee, Fla. 

Warren Lee Pierson, chairman, Trans World Airlines, New York, N. Y. 

H. W. Prentis, Jr., president, Armstrong Cork Co., Lancaster, Pa. 

William M,. Rand, president, Monsanto Chemical Co., St. Louis, Mo. 

Philip D. Reed, chairman, General Electric Co., New York, N. Y. 

Edward C. Riley, vice president, General Motors Corp... New York, N. Y. 

William M. Robbins, vice president, General Foods Corp., New York, N. Y 

A. W. Robertson, chairman, Westinghouse Electric Corp., Pittsburgh, Ta 

Rodgers, chairman, the Texas Co., New York, N. Y. 

Morris S. Rosenthal, president, Stein, Hall & Co., Ine.. New York, N. Y 

David Sarnoff, chairman, Radio Corporation of Ameriea, New York, N. Y 

Morrfs Sayre, president, Corn Products Refining Co., New York, N. Y. 
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Henry D. Sharpe, president, Brown & Sharpe Manufacturing Co., Providence, R. 1. 

George A. Sloan, chairman, Southern Agriculturist, New York, N. Y. 

©. R. Smith, president, American Airlines, Inc., New York, N. Y. 

J. P. Spang, Jr., president, Gillette Safety Razor Co., Boston, Mass. 

Cc. E. Spencer, Jr., chairman, First National Bank of Boston, Boston, Mass. 

Robert C. Stanley, chairman and president, International Nickel Co., Inc., New 
York, N. Y. 

R. Douglas Stuart, vice chairman, Quaker Oats Co., Chicago, III. 

Harold W. Sweatt, president, Minneapolis-Honeywell Regular Co., Minneapolis, 
Minn. 

Juan T. Trippe, president, Pan American World Airways System, New York, N. Y. 

Louis C. Upton, president, Nineteen Hundred Corp., St. Joseph, Mich. 

Wilbert Ward, vice president, the National City Bank of New York, New York, 
N. Y. 

Lowell P. Weicker, president, E. R. Squibb & Sons, New York, N. Y. 

Sidney J. Weinberg, Goldman, Sachs & Co., New York, N. Y. 

Leo D. Welch, treasurer, Standard Oil Co. of New Jersey, New York, N. Y. 

Walter H. Wheeler, Jr., president, Pitney-Bowes, Inc., Stamford, Conn. 

Ogden White, Rockefeller Bros., Inc., New York, N. Y. 

W. Walter Williams, chairman, Committee for Economic Development, New York, 
| a 

Arnold J. Wilson, president, General Time Instruments Corp., LaSalle, Il. 

Charles W. Wiman, president, Deere & Co., Moline, II. 
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